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INTRODUCTION
It is many years since the problem of \m-
employment with all its attendant evils has received so imich
attention from the American people as it has during the current
economic depression. As a natural outgrowth of this in-
terest on the part of the public, various remedies have been
proposed, among them unemployment insurance. Although the
subject of such insurance has long been discussed by indus-
trial and academic leaders, it has been only recently that
the general public has become interested in it as a practi-
cal means of mitigating to some extent the numerous evils
following in the train of mass unemployment.
That the problem is a source of great con-
cern to industrial leaders may be seen from the words of Ulr.
Owen D» Young contained in a statement made by him in August
1932 at the President's Conference, in which statement he
declared: "Oiir problem here is not one of partisan politics.
It is a problem of the perfection for the future of a social
and economic system which is the only one having back of it
the human experience of thousands of years and, however
faulty, is the one into which is welded the evolutionary
background of the peoples of the world."* A few days later
President Green of the American Federation of Labor and the
spokesman of organized labor was reported as stating in a
Labor Day address that "with unemployment already double
«• New York Times, August 27th, 1932

that of last year, we face a winter of unthinkable suffer-
ing. Between now and next January nearly 2,000,000 persons
must count on losing their jobs in industry and agriculture -
if lay-offs are no more than normal. This will mean well
over 13,000,000 out of work next winter. Jobs must be
created by the million if we are to avoid an unparalleled
catastrophe
.
It is apparent, therefore, that unemploy-
ment is a growing evil rather than a declining menace and
that it constitutes a most serious indictment of our capit-
alist institutions. There are disturbances responsible for
seasonal, cyclical and casual unemployment which break the
continuity of wage payments in the lives of millions of
workers in America, thus plunging them into untold misery
and despair
The purpose of this study is to examine
in more or less detail the various systems of unemployment
insurance both in the United States and in Europe with the
view of determining what plan is best suited to American
conditions, Hov/ever, to understand the ways and means of
preventing unemployment is thereby to promote the regularity
of employment and there is, therefore, in a preliminary way,
a necessity for studying the growing insecurity of employment
and the general displacement of labor from American industry,
A definite, tangible money payment when a man is laid off by
a firm is simply a palliative. There is today an emphasis
K- Boston Herald, September 1st, 1932

in the attack on umemployrnent v;hich is unparalleled in our
economic history, and which is directed not only to the fis
cal phase of relief, but to the industrial and educational
background of the working classes.

I. UNEfffLOYMENT AND INDUSTRIAL STABILIZATION
1, Governmental Remedies Proposed Other than Unemployment
Insurance
a. Advance Planning of Public Works:
In his book "Business Adrif t"*^ Dean Wal-
lace B, Donham of Harvard announces the case for governmental
control of unemployment through the vast reservoir of govern-
ment works to be tapped whenever depression arises. His com-
ments on insurance are unfavorable. "The whole principle of
insurance as applied to unemployment is unsound," he states.
"The remedy for unemployment is work. Anything else is
sheer social waste. Such plans threaten the very founda-
tions of our democracy, for they build up great groups of
men feeding on government bounty, while their will to work
disappears ,"
"The habit of loafing," says Dr. Donliam,
"while being supported by the government is a form of
national drug habit and comparable to morphine in its dis-
astrous consequences. Men will combine to preserve their
privilege as morphine addicts will seek their drug," On
the other hand, a noted American economist, Paul H. Douglas,
in his book "The Problem of Unemployment "* written in col-
laboration with Aaron Director, argues that British exper-
ience of direct pa^^ment of insurance relief is much less
•Douglas, Paul and Director, Aaron, PROBLEM OP UNEMPLOYMENT
MacMillan, New York, 1931, p. 485
Donham, Wallace Brett, BUSINESS ADRIFT, McGraw-Hill, New
York, 1931, p. ill
p.otbc
yi ©rfT"
wasteful than gigantic and artificially stimulated public
works , He offers as an argument that the great American
corporations are able to pay dividends in lean years by
laying up gigantic reserves during prosperity.
According to llr , Douglas, American cor-
porations paid out in 1930 an increase of three billion dol-
lars in dividends over the seven billion dollars paid out in
1929, the boom year, quoting the authority of Standard
Statistics Company, which estimates that wages declined in
1930 under 1929 from $44,600,000,000 to #37,750,000,000.
But in 1931 and 1932, dividends have been heavily curtailed
or omitted, although the argument by analogy is persuasive.
Dr. Douglas insists, however, that this practice of creat-
ing future dividend payments is a relatively new practice,
dating back only fifteen years, "in this way the cash in-
come of the Americajn middle and upper economic classes has
been greatly stabilized and their lives rendered far more
secure." In the prosperous year of 1928, the average wage
was only $29,00 per week, however, or $1500. per year, while
today there is insufficient margin against idleness for many
millions . "*
Systematic employment would be fostered
by various income producing works such as tunnels, docks,
water works and other public projects of states, munici-
palities and the federal government and other sub-divisions.
In a letter to the American Society of Civil Engineers
< Douglas and Director, p. 486 ibid
J 1.
President Hoover declared for "such activities which charge
for their services and whose earning capacity provides a
return upon the investment . "^J- Non-productive "public works"
are public buildings, highways, streets, etc. which bring
little direct income and so offer only temporary relief.
These distinctions are opposed, among others, by former
Governor Smith, Most utilities, he states, are non-liquidat
ing and even railway improvements may not produce direct
revenue, and low cost housing demands much grade improvement
sewer and street construction, sidewalks and the like. But
the principal point is that something is to be started.
There is hope of agreement, in spite of
the mistakes and waste that would occur. Legislation of
this type is without precedent in America, and would call
for the formulation of legal procedures. Arterial highways
could be built by Federal appropriations supplemented by
states benefited to the extent of half the funds. The issue
of bonds for public works would provide systematic employ-
ment for a great army at present seeking relief in various
forms
.
b. State and Federal Unen^loyment Services :
One of the greatest obstacles in the way
of a proper understanding of unemployment in the United
States is an almost complete lack of adequate statistics on
the subject. According to Ernest J. Eberling, Professor of
* New York Times, May 29th, 1932

Economics at Vanderbilt University, "We have absolutely no
figures as to the number of persons unemployed at any def-
inite time. The estimates of the Labor Bureau, Inc., Brook-
mire Economic Service and other organizations are, at best,
only scientific guesses and can be criticized, although they
undoubtedly indicate the trend. 'N:-
One of the primary functions of a national
system of labor exchanges would be to serve as information
centres, where complete data on unemployment and the indus-
trial situation could be secured. These exchanges would
also act as placement bureaus, using the information they
have acquired in bringing workers and jobs together.
"An industrial service," says Professor
Eberling in the article just cited, "organized on a national
scale, which could furnish competent, timely knowledge of
the industrial situation, both local and national, and also
provide contacts between the unemployed and jobs, would be
of inestimable value."
A considerable step in the right direction
was taken on April 22nd, 1932 when the Senate Gomraittee on
Commerce reported favorably Senator Wagner's bill for an
adequate, permanent system of Federal and State employment
offices
The principles which this bill embodies
have for years been agreed upon by our leading authorities
* Current History XXXII 51 April 1930
** American Labor Legislation Review, June 1932, p. 98

on public employment service v/ork. They have also been ap-
proved by the American Federation of Labor, the Association
of Public Employraent Services, the Manufacturers Committee
of the United States Cham.ber of Goimiierce, The American Asso-
ciation for Labor Legislation, and numerous other public wel-
fare organizations.
The ^'agner plan proposes Federal encourage-
ment and cooperative supervision of state services; non-
partisan appointments under civil service rules; and repre-
sentative advisory committees to help make the service more
effective and to safeguard against political and industrial
favoritism. Such federal employment offices would act as
intermediaries between state and city agencies, affording
labor contact with constructive building and public works
programs now under way or anticipated this winter, under
the projects authorized by loans from the Reconstruction
Finance Corporation.
2. Underlying Factors in Unemployment
a. Technical Obsolescence:
The fear of being thrown out of work be-
cause of the invention of machinery is a familiar historical
force that has caused trouble in England, for exanple. This
spectre causes a loss of interest by workmen in higher
productivity. Science seems thus to be at war with labor.

and It has been suggested that inventive effort he suspended
for a period of ten years to allov^ society to catch up with
mechanism and to permit a social adjustment to the extraor-
dinary mechanical progress made of recent years.
In the bottle making and brick production
industries, the power of a single worker is multiplied hundreds
of times, or many score fold more than in the past. This Is
felt in agriculture, with better tractors and improved mach-
inery of all kinds. In manufacturing an index of productivity
per worker has been kept by the Federal Reserve Board, and
has risen from 1919 to 1929 by 45^. Hence it is believed by
many that the condition is chronic. A remedy proposed by
politicians is to increase the number employed by shortening
the hours of labor to five per day and by having only five
days work per week. If the government were to set this ex-
ample, it is thought that it would be followed generally.
There would be a cry of excessive taxation, however, and this
tends to limit such a reform.
Yet new inventions admit more workers into
fields of employment hitherto unrealized, such as aviation,
radio, highway transportation, etc. These gains, however,
have been insufficient to close up the gaps produced by more
efficient mechanism. Still, the period when wholesale masses
of men would be thrown permanently out of v/ork is not yet
realized. The real wages of workers in America have not
fallen, but have become approximately three and one half
0O8
times the figures of a century ago, according to Hansen, as
cited by Douglas
At least three out of four workers are
regularly employed,*-?;- fortunately, even with technological
employment and the current depression acting strongly.
There are means and ways unrealized to the gloomy prophets
for the absorption of armies of workers. The increase in
production will not permanently complicate the problem, be-
cause higher standards of living will result in intensified
production and the conversion of many luxuries of today into
necessities, whereby more workers will be kept busy satisfy-
ing a greater number of needs
.
b. Cyclical Disturbances:
The possibility of curbing fluctuations
in business activity has been treated in various publications
of the Pollak Foundation for Economic Research. A specific
study is that of William A. Berridge, Ph. D,, 1932, Brown
University (Houghton Mifflin Company, 1923), a study con-
fined to the years 1903 to 1922. This period is sufficiently
recent to be of value.
The precise means for reducing the steep
curves of cyclical depressions and boom periods is a com-
plicated subject. As Dr. Berridge states, "There is
ground for the belief that during the latest business cycle
* Douglas and Director THE PROBLEM OF UWEMPLOYTffiNT
MacMillan Company, New York, 1931, page 123
««- Fortune, New York, September 1932, page 21
**» Rev, of Economic Statistics, prel, vol. Jan, and April
1919, page 202

there has been unusual diversity among the industries, in
the timing and form of their activity curves." From a
study of various indices he concludes that "these relation-
ships afford conclusive evidence, in support of that here
presented, that ernployment yields a highly satisfactory in-
dex of industrial cycles both before and after the war."*
Dr. Berridge has confined his attention
to the matter of business cycles, without considering the
effects of strikes, sickness, -disabilities, old age and
vacations, as well as loafing, together with obsolescence
and gradual building up of industries. Prof, Warren M.
Parsons has shown that it is possible to forecast general
business conditions on the basis of statistical and economic
chartings,** although today's results are complicated by
post war debts, tariff barriers and radical discontent,
plans for state capitalism in some form or other, and
other factors tending to cast older methods of calculation
into disrepute.
The period before the outbreak of the
World War was radically different from the ensuing period
of remarkable upheavals and depressions, which have been
extreme, and afford the basis for revised calculations. Nor
does Dr. Berridge offer any remedies for flattening the curve
of unemployment. He admits at the beginning of his monograph
«• Rev. of Economic Statistics, prel. vol. Jan, and April
1919, p. 202
ibid, p. '67

that "the unemployment figures fail to tell us the actual
number of persona unemployed at a given time - except with
very large elements of error and. guesswork which would spoil
the results for any practical purpose." It is possible to
observe and chart phenomena, but a cure has to depend on
other elements of calculation.
An official source of information, the
Kansas Labor and Industrial Bulletin-JS- in commenting on the
Wisconsin Unemplojnnent Reserves Act and European experience
in insurance comes to the follov/lng conclusion:
"Stabilization is the core of American
thought on unemployment. Within the past ten or fifteen
years this idea has come to have a peculiar fascination
for liberal American thinkers . Attempts by a few enlightened
employers to stabilize their operations have been reasonably
successful, considering the difficulties involved. This
success has been achieved principally in reducing seasonal
fluctuations, and has not extended to even a noticeable miti-
gation of cyclical fluctuations. But it has deeply colored
American thought on almost all phases of the unemployment
question.
"
Spencer Miller, Jr., Secretary of the
Workers' Educational Bureau of America told the University
of Michigan Institute of Labor that prior to the depression
from 1,200,000 to 2,000,000 workers were "normally" unem-
^5- Kansas Labor and Industrial Bulletin, May 1932, p. 5

ployed in the United States. He also predicted that after
the depression ends, if it ever does, around 3,000,000 will
be "normally and permanently" unemployed, unless the hours
of lahor are drastically reduced.*
The conditions responsible for the cycli-
cal disturbances evidently are chronic and recur with in-
creasing gravity. In the Boston Globe for March 7th, 1932
Sumner Schlicter, Professor of Economics at Harvard, is re-
ported as testifying that the problem of unemployment is
chronic and will remain so for at least a generation, a fact
which in his view, makes it necessary to work out methods
of relief. In his opinion but five alternatives are available:
first, private charity; second, public charity; third, trade
union benefits; fourth, voluntary relief plans by employers;
and fifth, compulsory unemployment reserves.
Public and private charity have proved
to be inadequate, he said. "The burden of unemplo3rment re-
lief is too heavy for the trade union to bear alone," he con-
tinued, "and voluntary action by employers during the past
sixteen years has resulted in less than thirty plans protect-
ing less than one per cent of the gainfully employed popula-
tion. This leaves only the compulsory reserve fund of the
general sort recommended by the sub-committee of the United
States Senate Committee on Labor and the Interstate Committee
on Unemployment .
"
Tfeited Mine Worlcers Journal, July 15, 1932, p. 7
I

The necessity of adequate legalized
measures in our forty-eight states to protect the working-
man from the effects of cyclical depressions is seen by
every economist of note in the land. Such steps must be
taken if v/e are to prevent recurrence of the present suffer-
ings and losses. Professor Paul H, Douglas, of the University
of Chicago, told a Ford Hall Porum audience, according to a
report in the Boston Globe for April 11th, 1932, that "Had
American industry put into effect a system of unemployment
insurance after the depression of 1921, with an average
assessment on the payroll of from three to three and one-half
per cent, it could have met the current claims for unemploy-
ment benefit during the years from 1923 to 1928, and have
acciimailated a reserve fund of at least two billion dollars."
Professor Douglas declared Americans were
"a group of Yahoos" unless some system of unemployment in-
surance is adopted, and that future depressions are bound
to occur unless such a method of prevention is adopted.
c. Seasonal Fluctuations ;
Seasonal fluctuations are those which
occur regularly during certain periods of the year for a
specific industry subject to variations, e.g., agriculture,
canning, building and clothing industries. Some industries
show less fluctuations in employment than others but few
are entirely free from seasonal ups and downs.

In the final report of the Massachusetts
Commission on Stabilization of Employment-);- it is related
that "in February 1927 at the maximum of employment for that
year, 589,000 persons worked in mills and factories of the
State. In December there were 561,000 employed, a difference
of 28,000. In 1928 there were 563,000 factory workers era-
ployed in November and 510,000 in July, a difference of
53,000. In 1929 573,000 -.vere employed in September and
531,000 in December, or 42,000 fewer."
The report then raises the question "VWiat
happens to those tens of thousands of workers who are in
and out of jobs with the seasonal rise and fall of employ-
ment? Some secured other work during the slack factory
periods. Some eked out an existence at odd jobs. Some may
have been content to be idle. It is inconceivable that the
bulk of them wanted to be laid off."
"Actually," continues this report, "the
seasonal picture is worse than the figures indicate. Em-
ployment fluctuations are not marked by steady incline to
a peak and then slow decline to a valley. They move in ir-
regular waves up and down. A few workers are taken on one
month and some are laid off the next. Then will come another
spurt followed by a let-down."
The foregoing facts from the Massachusetts
report are imdoubtedly typical throughout the country. They
«• House No. 1200 Commonwealth of Massachusetts 1932, p. 63
^7 eii'
show the ebb and flow of employment in manufacturing industry.
Other industries, too, have such fluctuations. Construction,
hotels, transportation and many service industries feel the
force of seasonal rise and fall in the number of available
jobs.

II. THE ADVANTAGES OF AND RESPONSIBILITY FOR REGULARIZATION
If Industry is to be persuaded to regu-
larize employment, it is necessary that there be a sufficient
incentive to do so. The active cooperation of three parties
is required. These are (1) the employers, (2) the workers,
and (3) the State. To secure cooperation of the last is a
problem of governmental legislation and admdnistration.
The difficulty lies in obtaining the active interest of the
employers and the workers
.
An English experience in this matter has
been described by Lasselles and Bullock, <- who state that
voluntary schemes of registration in Great Britain have
lapsed into a state of suspended animation. "If," they say,
"some real incentives of financial worth could be attached
to registration, punishing impartially the pockets both of
employers and employees, then the machine would acquire
the force and precision which it now lacks."
A Department of Commerce report-:H«- entitled
"Seasonal Operation in the Construction Industries" declares
that "lack of responsibility of any one group for the situ-
ation and the feeling that it costs nothing to lay off men,
accounts In large measure for the seasonal idleness in
industry.
"
* Dock Labor and Decasualization, London, 1924 p. 121-22
U, S, Department of Commerce, Washington, D. C. 1924,
p. 22

a. Financial Incentive to Employers:
The financial incentives to the employers
are fixedness of income and regularity of dividends to the
employer or stockholder. It is the continual discharges
and periods of idleness that are a serious brake upon pro-
duction and consumption. Enlightened employers are now
awakening to the serious costs of such a situation and are
eager to establish workable plans to regularize jobs and
to ensure against want. In the last analysis, human rela-
tions in industry call for an equitable distribution of the
proceeds of industry, and a system of control which does not
create a "hire and fire" relationship but one in which each
worker has a legitimate share in the future profits of the
industry.
The Importance of such equitable distribu-
tion cannot be exaggerated in these days of threatening up-
heavals , All plans for bringing about fixed employment are
doomed to failure so long as a bare wage is provided the
worker and his family, while employers and stockholders en-
joy huge purchasing power and high standards of living.
If an industry cannot pay a living wage to all of its workers,
so as to enable them to benefit by insurance plans, and per-
mit them to pay out of salary and v/age for such insurance
provision against slack times, then the cost of such provi-
sion should be borne by that industry.
The prodigious cost of slack times must

be sustained by industry as its legitimate share of social
privilege. The various experiments being made abroad and
in the United States demonstrate that an increasing n\imber
of enlightened employers will accept responsibility for
stabilizing employment as much as possible and v/ill provide
insurance against unavoidable distress. Such insurance
against being thrown out of gear is the only method which
can bring home to absentee investors, bankers, those who
control modern industry, the responsibility of capitalism
for equal security to all concerned. Such action will, more
over, redound to the benefit of capital, since the efforts
of workers will be enhanced, more goods will be produced
and there will be more people who are in a position to make
purchases. Employers, workers and consumers thus cooperate
in producing and consuming goods which are needed,
Regularization of employment means that
seasonal fluctuations are toned down, so that production
is fairly uniform throughout the year, thus keeping men on
the job unintermittently . It seems irrational that periods
of intense activity should be followed by business doldrumis.
Business ought not be like the weather, at the mercy of
natural forces, but rather a controlled activity. Of course
it will cost money to change consumers' buying habits, but
this can be arranged through extensive federations of small
businesses. To plan and budget production results in in-
rro?R
creased office and administrative expenses. To produce at
an even rate means added storage charges . It costs money
to give price discounts to dealers for early purchases and
orders
.
The matter of storage charges is a large
item, if the goods produced are bulky (unless the company
has considerable storage space), or if the product has a
low selling value per unit. If the goods need to be stored
for a considerable period before sale, there is the cost of
carrying charges on the investment. The costs involved,
however, have been offset through several kinds of savings
thereby effected.
1, The number of new workers to be hired
at the height of the season is reduced. As a rule new hands
have but sixty per cent of the efficiency demanded, and it
takes a long time to break them in. Labor turnover is al-
ways costly. High pressure and green help produce losses,
as the testimony of various firms v/ill shovi^.
2, The amount of fixed capital needed
per unit of output is lower. Idle machinery laid up for
a season represents tied up capital, upon which annual
charges in the form of interest, depreciation and taxes
reduce the profits. The firm can produce side lines and
fillers, such as radio devices, whereby the peaks of
production are sloughed off. Increased production can

come from capacity that is unused during slack periods.
Each unit produced is produced with lov/er fixed capital
charges. It will not "be necessary to have machinery idle
on the floor and It is cheaper to store goods than to
slacken up on costly machinery.
3. Workers v/ill be loyal to a concern
in which they have steady jobs, and they v/ill be satisfied
v/ith lower average hourly rates. If firms have a high degree
of seasonal or peak activity, they are compelled to pay extra
for this help because the latter know the work is short-
lived. The workers do not lose in the long run through
regular em^ployment at a lower rate, for it is constancy
of employment that means a full wage.
4. Regularization reduces the tendency
to restrict output because the workers do not feel they
will lose their jobs if they become highly efficient. This
factor tends to raise production and lov/er costs, whereas
if workers are exposed to such fear they will lower their
output. Economies from regularization tend, therefore, to
exceed the cost aside from the humane aspects of the case.
It is good business and good social policy. Successful
firms knov/ that it has paid them.
A further analysis of the conditions
that apply to regularization of em.ployment is of importance
in understanding how to minimize lay-offs. The following

principles which determine the paying factors of stabiliza-
tion may he summarized:
If the article to which production is
applied is uniform smd subject to no style fluctuations,
all will go veil; as in the soap line, certain food products,
packeted and labeled, bottled drinks and other articles with
familiar names. Goods can be so stored without becoming out
of style, such as typewriters, silverware, filing cabinets,
milk cajis and the like. When it comes to women's clothing,
the case is difficult, due to rapidity of style changes, a
tendency which ought to be checked by an organization of
women's clubs, if that v/ere possible. It is for this reason
that workers have to be hired in rush seasons. The shoe in-
dustry suffers the same fluctuations, but some relief in
irregularity has been achieved through inter-season models.
The style factor is one of the psychological uncertainties
which create havoc in the women's clothing industry, but to
not so great an extent in the men's.
If a product is subject to monopoly as,
for example, telephone instruments or dictaphones, it can
be more readily controlled and so a greater number of fin-
ished articles can be stocked than is the case in competi-
tive manufacture.
The matter of storage charges is a dif-
ficulty in the way of stabilization of industries producing

brick, stone, timber for construction, cement, etc., of
relatively low cost per cubic yard. In the optical and
jewelry line, storage charges are relatively small per
unit. Articles having a higher value per cubic foot eat
away less charge per unit sold than cheaper products, such
as cars.
If workers are unskilled, losses from
labor turnover are less than in such businesses as instru-
ment manufacture, etc., where training is required, as in
the piano construction business, or semi-art concerns,
^/yhile regularization tends to reduce the majcimum number
employed in an industry, the effect is to reduce costs of
operation.
The chairman of the board of the Proctor
and Gamble Company in one of a series-;:- of radio addresses
given under the auspices of the President's Emergency Com-
mittee for Employment, stated that h±a company had under-
taken to budget its yearly sales for the nation, in units
of 250,000 of population, with a view to competition among
these units, on a basis of forty-eight weeks of production;
the quota for each unit being checked up regularly through-
out the year, to the end that production and sales would
be regularized. This plan having been in operation for
seven years has proven it possible to operate alrfiost con-
tinuously throughout the year.
K- Industry Seeks a Solution, Department of Comm.erce
Bulletin, 1931, p. 25

The Proctor and Gamble Company has
profited in various ways through its inauguration of this
system of employment, especially since it has resulted in
a much closer scrutiny of business details. It is neces-
sary to keep the mechanism of the entire business syn-
chronized. It has demonstrated that guaranteed employment
is in som.e instances, at least, practicable and profitable.
Furthermore, the obligations of such a system keep the man-
agement ever on the alert to conduct the business on a
sound basis
.
b. The employee and regularization:
It is obvious that regular employment is
a benefit to the worker. As a result of being assured of
a regular sustained income he is able to plan for his fin-
ancial future and that of his family. He is relieved of
that feeling of insecurity which is one of the dishearten-
ing features of our industrial system where it touches the
lives of the workers.
c. The effect of regularization upon the State:
The State, too, suffers from the
failure of industry to regularize. For example, the v/orker
who has purchased his home is unable, because of loss of
income during protracted periods of idleness, to pay mortgage
interest and taxes. A determined effort has been made dur -

ing recent years to induce the American worker to purchase
his own home. Such a program will succeed only if the
workers have stable employment and are thereby enabled to
meet the customary payments. If they lose their jobs, it
means the loss of virtually all they have, and if the period
of unemployment is an extended one, the speedy dissipation
of their savings.
The State, moreover, as a result of long
continued mass unemployment, sustains tremendous losses
through the maintenance of public welfare and charitable
funds. There is also a considerable decline in income tax
paym.ents from various industries, particularly those which
suffer most from a lack of stability in the income of the
worker, e.g., those industries the business of which is de-
pendent to a great extent on conditional sales contracts.
During periods of depression many of these latter are de-
faulted through inability to pay the installments,
Regularization, therefore, is a benefit
not only to the employer, but also to the worker and the
community. Its economies, from a business standpoint, ex-
ceeds its costs and it is therefore not philanthropy but
sound business practice.
2. Responsibility for Regularization
The theory that capital should be charged
with the responsibility for laying off workers in slack

times has both a moral and an economic aspect. Economics
is not concerned with ethical and religious principles, yet
from a purely pragmatic standpoint it would appear that such
a policy of justice and equity is the most expedient for in-
dustry. In order that this policy may become an established
fact, it is necessary that there be a change in public opinion
with regard to the relative merits of ownership and service,
as to whether the purpose of industry is production for per-
sonal profit or for social use, and as to whether selfish
competition and high speed production are preferable to
friendly cooperation with the employed majority.
It is certain that capital, as well as
labor, suffers greatly as a result of the frequent inter-
ruptions in business resulting from the failure to regularize.
The task before industry is not an impossible one. The
motives of equity are not impracticable in the relations
between employers and their employees. The vast release of
latent self-sacrifice during the war is proof of the fact
that service to the community is not contrary to human
nature but rather the best and highest expression of the
American ideal.
The enlightened employer and industrial-
ist of the Owen D, Young type sees industry as based on
production for social use rather than for individual profit;
a method which consists in cooperation for the common good
• 1
rather than in selfish competition for private gain; one
in which the chief barriers to efficiency and harmony be-
tv/een industry and its workers will have been removed. We
mast bring into being an atmosphere in which the social in-
stincts are no longer subordinated to considerations of
regularity of dividends and smooth operation of business.
In the recent report of the Senate Com-
mittee-K- to investigate Unem.ployment Insurance it is stated
that "primarily, the problem of unemployment is an indus-
trial responsibility." A witness who discussed the matter
before the Senate Committee said in effect, according to
the report-"-^- that where one inquires what industry has
done to meet this responsibility, one finds that reserve
funds have been provided for but one per cent of American
wage earners. He expressed the idea that making provision
against unemployment is- merely sound accounting, and that
we shall not have accurate, reliable industrial cost ac-
counting until the cost of caring for the unemployed enters
into the cost of producing goods directly so that a manager
can go to his board of directors and present a budget which
aims to stabilize employment.
Testimony given before the I.Iassachusetts
Commission on Stabilization of Employment which convened
during the past year was discussed in a newspaper article-5:-}:-K-
* Report No. 964 72nd Congress, 1st Session 1932, p. 34
K-K- ibid p. 34
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in which it was stated that "There are social aspects to
unemployment insurance, however, that must be considered.
liVhen any considerable group of persons becomes unemployed
they become also a burden on society. Therefore, not only
the direct victim of unemployment but society as a whole
is concerned about the condition of unemployment; and it
is logical to argue that society as a whole, through the
state, should contribute to the cost of unemployment in-
surance. "
"Then there is the idea that employers
have an especial interest in and responsibility for \mem-
ployment . In many industries, workers are little more than
subjects of the employer; their opportunity to earn a
livelihood is almost exclusively in the employer's hands,
because the employers completely control the places at which
work must be done. Thus, it is argued that employers should
make a special contribution to the payment of unemployment
insurance .
"
More enlightened economic sentiment
favors the imposition of a charge on industry to sustain
men during lay-offs. Otherwise, the standards of consump-
tion maintained during the previous period would fall to
the point of privation. Without some surplus funds for
pleasures and luxuries, American industry cannot produce
the expected dividends. According to Merryle S<, Ruckeyser

a noted economist-K- "Another Labor Day is at hand with
society still indicted for its shocking misuse of manpov/er.
The lack of opportunity for gainful employment on the part
of 10,000,000 able bodied persons marks our state of
economic civilization as primitive and crude. In spite of
ballyhoo, it should be recalled that it is gross mismanage-
ment to permit millions to suffer from the paradox of
plenty. Under better planned conditions
,
technological
super-efficiency will be translated into systematic leisure
for the gainfully employed, rather than in wholesale unem-
ployment. The immediate disposition is to follow half
measures and to divide the available work through tempor-
arily shortening the work day and the work weeko Even this
compromise is better than widespread unemployment, but the
scheme of sharing jobs tends to break down living standards.
If the present capitalization of great corporations is to
be validated, however , business must be predicated on a ris-
ing, rather than on a declining standard of living. The
great need after an equilibri\un has been reached will be
to build up a new high real wage standard."
a. The Labor Surplus:
A labor surplus is a necessary component
of industry, without which expansion programs of capital
would be checkmated, particularly if the floating supply
of labor were small. Capitalism is aware of this fact and
« New York American, November 5th, 1932
A
should face the consequences. Therefore, the necessary
surplus of labor should be carried at the expense of the
industry. This is a fair proposal and one of which most
orthodox economists would approve.
In the final report--:- of the Senate Com-
mittee to investigate Unemployment Insurance Professor
Sumner H. Schllcter of Harvard University is quoted as ex-
pressing the opinion that industry requires a labor re-
serve, because it uses more men at some times than at
others, and the cost of maintaining those men is just as
much a cost of production as the provision for interest
and depreciation on idle machinery, but as long as the
community rather than industry bears the cost, it is vir-
tually a subsidy to unemployment. This attitude is that
of an economist but it nevertheless reflects to some degree
what is in the minds of some industrialists who are con-
cerned with preventing or forestalling what they conceive
to be the hazards of state and federal Insurance schemes.
Although Professor Schlicter's view may
appear to be a startlingly novel one, it is nonetheless true
that such far-sighted opinions very often arrive at fruition
and become present day actualities. The doctrime that labor
is not a commodity and that it is entitled to a just wage
is a very old one but in practice was only recently recog-
nized. Equity to our working population requires that they
55- Op. c it. p. 34

be given the right to support themselves through the
machinery provided by industry, and if industry fails
them, then it should be obliged to mend its ways and
should not be permitted to cast the worker off at its
whim.
It is not surprising that The Nation-?:-,
a radical weekly should espouse the cause of unemployment
insurance. "The depression has severely cut corporate net
earnings, probably one half in the year 1931. Net earnings
of General Motors for the first nine months of 1930 de-
clined to $123,000,000 from $222,000,000 in 1929. Yet
General Motors maintains full dividend payments, although
only two-thirds of the dividend requirements are being
earned.
"Unemployment insurance is not charity,
particularly if labor contributes along with industry and
the government, and if it is democratized by the partici-
pation of labor in its administration and is part of a
comprehensive system for social insurance."
In recent months dividends have been
largely omitted, and even such powerful organizations as
the United States Steel Company have not cared to dip
further into surplus. The sharp shrinkage in industrial
activity, particularly in the so-called heavy industries,
has left little for dividends, much less for constructive
"Dividends are Insured - Wij not Wages?" Lewis Carey,
The Nation, November 26th, 1930, p. 573-4

social schemes. But the fact remains that the many large
dividends issued in the past might have been devoted more
to the interests of the working population involved, par-
ticularly during the ten years after the 1921 depression.
An editorial-"- in a local newspaper, com
menting on the report of the Massachusetts Commission,
reasons as follows
:
"The principal reason for carrying the
logic of this idea thus far is the recognition of the in-
fluence of irregularity of industrial activity in unemploy
ment . Industrial activity is seasonal in many instances,
and spasmodic, intensely active now, utterly stopped to-
morrow. The result is that thousands of v/orkers lack es-
sential regularity of employment,"
"The Massachusetts Commission argues
that if employers were obliged to contribute from their
earnings a certain amount regularly to a reserve fund on
which employees would draw in periods of idleness, a pov;er
ful stimulus to employers to make employment stable would
be created and applied,"
The logic of the situation is summed up
in the words of Governor LaPollette, in giving his pro-
posal for supporting the enactment of the Groves Law, in
Wisconsin, He declared specifically: "if industry fails
to pay its interest money, it is penalized by loss of the
*Haverhill Gazette, August 9th, 1932
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business. If management fails to earn dividends, it hears
from the stockholders. If industry has conditions which
cause loss of life or limb, it is penalized. Industry has,
therefore, built up protection for interest and dividends,
and has enormously reduced the causes of accidents. But
today industry is under no immediate penalty for failure to
eliminate as far as possible unemployment .^^ The penalty
for such neglect is therefore provided for by the law, and
ought, no doubt, to be followed by state legislation through-
out the nation.
Inasmuch as industry is a component part
of the social scheme, it has certain obligations v/hich should
determine its conduct in the matter of labor compensation.
For the worker is helpless without the aid of capital, which
has the lead and direction in industry. Industry serves the
public with services and goods and commodities, and operates
on a privately run basis only because it is not supposed to
abuse its privileges or neglect its opportunities. Now,
it is a well knora fact that the v/orker has few rights to
compensation that extend beyond the pleasure of the employer
or manager. As LaFollette stated, "Many of us question not
the sincerity but the feasibility of industry's establish-
ing a voluntary system.--- V/e are convinced that it is not
fair to the rest of society for industry to make great
profits in periods of prosperity only to turn its employees
^5- Financial Page, March 15th, 1932, New York American

over to public or private charity in a period of depression,"
Such is the humane but somewhat radical logic of the governor
b. Necessity for Economic Planning;
That there is disorganization in indus-
trial spheres is evidenced by the facts. One of the emin-
ent economists of the country, B. C, Forbes, in his column
in the Nev/ York American asks:-x- "Have we descended near
enough to the brink of disaster - one hesitates to say
economic revolution - this time to bring home to our best
minds the folly of continuing to flop and flounder haphaz-
ardly, and the cardinal importance of taking up and solv-
ing the problem of readjusting and reforming and replanning
our economic activities to fit modern conditions, modern
human needs?" This basic question Ivlr. Forbes asks after
reviewing the jealousies among our various American indus-
tries. In the rubber industry, prices have been subordinated
to volume, at all costs. Cut prices were established and
inferior products distributed under different names so as
to sell, thus injuring the reputation of tire manufacturers,
and each others' interests. Overproduction likev/ise puts
out of employment for stated periods large numbers until
conditions are righted.
In the copper Industry Mr. Forbes declares
"People are messing along miserably. They first made the mis-
take of attempting to hold prices at boom levels long after
K- Financial Page, March 15th, 1932, New York American
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the boom was over." This "boosting process lays up trouble
later at home and abroad. Copper leaders have not planned
output and price regulation, and therefore, the industry
has been in lame v/orking shape, v/ith dissatisfaction to
the stockholders as well as the employees. The same has
been true of the oil industry, which has squandered the
resources underground, resources which are so vital to
the automotive industries as well as to the national safety.
These three great industries employ great hosts of people.
The contention is made that the leaders
of these industries as well as of other groups should have
other objects in mind besides that of immediate profits.
Careless methods of operation and selling lead to direful
results, inimical to social welfare. In view of the serious
charges made against industry by Mr, Forbes and other
leaders and authorities, such as M, S. Buckeyser, Stuart
Chase and others, we may conclude with some reason that in-
dustry itself rather than some mystifying economic rhythm
or an act of God is responsible for the throwing out of em-
ployment of millions
.
At the hearings before the Senate Commit-
tee on Manufactures on the subject of an Economic Council,
public attention was drawn to the possibilities of economic
planning. Frederick M. Feiker, director of the Bureau of
Foreign and Domestic Commerce declared: "It seems pretty
'A ibid

well established in the business mind of America that what
we call 'economic planning' must have a definite place in
the commercial future of our country. . . . Economic
stabilization and economic central have become vital neces-
sities .
"
The matter of seasonal unemplojrraent has
to be coped with in various industries. This has been
troublesome and urgent, for a number of years. To this is
added the effect of mergers and the dropping of men and
women under increased technological gains. We are today
confronted with a combination of both kinds of unemployment
which, advantageous and profitable though it be to the
owners of industries, dislocates large bodies of employees
and results in economic disturbance on a wide scale, a sort
of social disease that is not without cure, under our in-
dividualistic regime. The productive power of industry Is
huge, with the highly mechanized methods available, but
the purchasing power of the public is reduced, due to the
fact that the public is largely made up of the employee
class
.
Steady employment of labor would go far
towards consuming the excess of commodities. There is dif-
ficulty in running a nation half employed and half unem-
ployed, and something must be done to solve a problem which
up to now has had at best only half-hearted attention. If
m
the social structure is to be kept steadily in good
health, then a place in it must he found for everyone who
is in need of work, and v/e cannot close our eyes to the
distress of great numbers who wish to live by labor but
are forced either to join the bread lines or to seek
charitable relief.
Technological unemployment affects the
whole community, and ought to be the concern of industry,
A solution must be arrived at by a combination of all the
economic forces of industry. \Vhile some degree of unemploy-
ment due to changing technique is unavoidable, the widespread
system of planless production for satisfying an uncertain
demand is an economic fallur.e. A mobile reserve of un-
employed labor ceases to be of benefit if the army com-
prises a considerable fraction of our population.
It is a highly expensive proposition to
keep millions of persons out of employment or separated
from a means of livelihood. Ten million idle persons con-
stitute a burden on the same number of the community, who
have to help towards their support. Possibly three persons
are involved in the misfortunes of each one unemployed, so
that a total of forty millions are affected. The laissez-
faire theory of economics will not sui^fice for this
machine age. As Ernest H. Newfield declared in an article
on "Solving the Buying Power"-'"- "We, in this country have
* New York American, p. 17, September 5th, 1932

30 far failed to develop economics independent from the
tutelage of the Victorian School of British Economists
and in accord with the "basic and determinative factors
of our own economic structure, which is based on the Home
Market, the consumptive power of which is, in the main,
the net income available for consumption of consumer goods
of our wage-earners and small middle-class people whose
income is far below three thousand dollars per annum, per
capita,"
"Financing consumption in this country
must be based on the realization of the basic axion, viz:
That the sum total of purchasing power of the American
wage-earner and small middle-class people, with an income
of less than three thousand dollars per annum, constitutes
our Home Market, (which is our principal market) on which
our national economics are based and, that in this country,
labor apart from being an element of production, is the
principal element in the purchasing power of consumer
goods
,
"it is not the spending power or pur-
chasing power of the ten thousand millionaires which keeps
the American railroads moving and supplies our factories,
geared for mass production, with volume orders for consumer
goods, but it is the pay envelope of the forty million
wage-earners and small middle class people - it is the
purchasing power of the "forgotten man" which constitutes
the backbone of our economic structure.

This viewpoint is independent of political
considerations. Even the relatively small class of inulti-
millionaires feel insecure in the face of raass discontent,
and they cannot be themselves prosperous unless a larger
share of income redounds to labor, and the uncertainties
due to stoppage of wages are eliminated.

III. UNEJIPLOYl^IENT INSURANCE IN FOREIGN COUNTRIES
Uneraploytnent Insurance under public control
or authority has been established by legislation in eighteen
foreign countries. In two of these - Luxenburg and Spain -
the legislation has not as yet been put into effect. In
the other sixteen countries unemployment insurance systems
are in active operation.
The systems established fall into tv/o
main groups, usually distinguished by the terms "compulsory"
and "voluntary," Compulsory systems are those in which un-
employment insurance is made obligatory for certain desig-
nated classes of workers and under definite conditions pre-
scribed by law. Voluntary systems are those in which un-
employment insurance through private organizations is
recognized, encouraged, and even subsidized by the State,
but the establishment of such insurance is not obligatory.
By 1927 eighteen foreign countries had
adopted schemes of unemployment insurance. Austria, Bul-
garia, Germany, Great Britain, Irish Free State, Italy,
Luxenburg, Poland (in all of which the system is of the
compulsory type). Belgium, Czechoslovakia, Denmark, Fin-
land, France, Netherlands, Norway, Spain (in which countries
the insurance is voluntary) and Switzerland where the legis-
lation is in some cases voluntary and in others compulsory.
Before the War all of the unemployed
in distress v/ere thrown upon the public and private agencies
trXov 8.'
of charity, whereas since 1920, they have received their
benefits out of funds to which they regularly contribute
and are forced to resort to doles only in the event of per-
sistent unemployment.
tracted some data as to the enactment of compulsory insur-
ance laws in many countries. In 1919 the First International
Labor Conference adopted a resolution favoring such legis-
lation. At that time the number of workers insured was
estimated to be from 4,500,000 to 5, 000, 000, about 3,700,000
of whom were in Great Britain - the only country then having
such a law. In 1931 approximately 47,500,000 workers in the
seventeen countries listed in the following table were in-
sured under either compulsory or voluntary systems.
Number of persons insured under Compul-
sory and Voluntary Insurance Systems of specified countries:
COMPULSORY INSURANCE - Country Insured Persons
From a Labor Journal^:- the Virriter has ex-
Australia - Queensland
Austria
Bulgaria
Germany
Great Britain and
137,000
1,300,000
287,000
16,738,000
Northern Ireland
Irish Free State
Italy
Poland
Switzerland (9 Cantons)
Union of Socialist Soviet
12,100,000
284,000
2,600,000
1,033,000
150,000
Republics (Russia) 10,000,000
Total 44,629,000
K- Monthl- Labor Review, March 1931 - Number of Workers
Insured against Unemployment In Foreign Countries
32:596

VOLUM'ARY INSURANCE - Country Insured Persons
Belgium
Czechoslovakia
Denmarl'
Finland (No estimate available)
France
Netherlands
Norway
Switzerland (14 cantons)
Total
528,000
1,129,000
228,000
2,841,000
200,000
388,000
43,000
165,000
1. Voluntary Systems
Early experiments in unemployment in-
surance were tried in the canton of St. Gall, Switzerland
in 1894 but the scheme which was maintained by municipal
funds worked badly and was abandoned after two years. The
lazy, it appears, remained in town and drew benefits rather
than go to v/ork. J'hinlcipal or communal funds were then es-
tablished in a number of European cities, the workers mak-
ing small weekly contributions for a part of the year, the
municipality contributing very much more.
cities between 1894 and 1900 culminated in the Ghent Plan
which embodies the principle "Help yourself and the state
will help you."
by a commission, adopted a tliree year plan - subsequently
made permanent - by subsidizing labor unions and other
associations which made definite provision for the payment
of unemployment benefits. Those not members were allowed
These experiments in various European
In 1901 the city of Ghent, after study

benefits provided they could give satisfactory proof of hav-
ing saved for such a contingency; but this did not prove gen-
erally satisfactory.-"- This system has been extensively
copied throughout Europe, and the Ghent system so named, is
looked upon as the first where public subsidy supplemented
private initiative. It has probably reached its most com-
plete development in Denmark through the extension and codi-
fication of existing regulations in 1920 and 1921.
a . Denmark
:
Denmark in 1907 adopted the main features
of the Ghent Plan and a national system of state subsidized
insurance was established.
Danish trade unions had for a number of
years prior to 1907 included among their various other
functions the maintenance of mutual insurance. In that year
the government followed the example of the Belgian govern-
ment and authorized the pa3rnient of subventions to societies
providing insurance against unemployment, Douglas remarks
that State rather than municipal initiative in the case of
Denmark is to be attributed, in part at least, to the cen-
tralized character of the Danish government. Furthermore,
this meant that from the outset unemployment insurance was
unified on a national scale.
* Unemployment Insurance, P, 0, Craig, Transactions of the
Actuarial Society of America, Vol. XXIV, Pt . 1, #69 p4
«•« Op. cit, p. 385
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Administration:
An inspector of insurance societies reco
nizes any group of employed v/orkers without means, between
the ages of eighteen and sixty, and who organize an Unem-
ployment Fund. There must be at least one hundred members
for one or more trades, and at least one province must be
covered. However, the societies are mainly national in
character over the small state.
Communal subsidies and contributions by
members call for adequate contributions, and a levy may be
made by the director to supply the deficiency. Both a com-
munal and a state subsidy are provided, the subsidy being
graduated in accordance with annual earnings of the insured
A relatively larger amount is paid to the higher salaried
workers, although it is likely that their rate of contribu-
tions varies with amovints received in wages. An insured
worker is not eligible for benefits unless he has been em-
ployed and in good standing for at least ten months in the
two prior years, unless there are exceptionally depressed
conditions in the trade. An attempt is made to provide
against emergency conditions which have severely strained
the funds of the societies and the municipalities, through
drawing the employers as well into the insurance system.
Since its establishment In 1907 the
Danish Unemployment Insurance System has demonstrated its

ability to cope with normal unemployment.
A3 in the case of Belguim, however, where
a similar system prevails, there is some question as to the
number of workers who come under the provisions of the law.
To illustrate: there were, in March 1928, 314,000 workers
in Danish trade unions, of which number some 272,000 were
insured. But the official census of 1921 counted approxi-
mately 990,000 wage earners and salaried workers. Of this
number there remain some 44P,000-k-, after deducting those
in the professions, agricultiire, public service, domestic
service and the like. It is apparent from these figures
that the Danish system offers coverage to only about one-
half of those eligible. Indeed this inadequacy of coverage
constitutes the chief objection to this type of insurance.
Conclusions Regarding Voluntary Systems:
From the financial point of view, the
system of voluntary insurance has shovm better results
than the compulsory systems in such countries as Great
Britain, Germany and Austria. Since the voluntary funds
are based on individual trades or occupations, the risks
included in each fund are similar. The local character
of the funds and their control by unions, whose members
bear a large part of the cost, tend to check malingering
and other abuses. The unions are better acquainted with
the facts and are in a better position to act on them than
is a remote government official under a compulsory system.
^ Statistisk Aarbog 1929, pp. 14-19

The chief advantages of a voluntary system
subsidized "by the state, over the compulsory systems, are
listed in a public at ion-^- of the National Industrial Con-
ference Board, Inc. as follows: (1) opportunity for abuse
and fraud is smaller: (2) cost of administration is lower:
(3) relaxation of insurance conditions, such as extension
of benefit periods, is more difficult; (4) political manipu-
lation and control play a less important part. Although in
most of the states supporting such systems there is consid-
erable dissatisfaction with them, there is, nevertheless,
no great demand for the substitution of compulsory systems,
2. Compulsory Systems
a. Great Britain:
As in other European countries unemploy-
ment insurance in Great Britain traces its beginnings to the
Trade Union schemes which had been in existence for many
years. In 1910 it was reported-^-?:- that 96% of the members
of all registered trade unions in Great Britain were insured
against unemployment through their union organizations, and
nearly Z0% of the total expenditures of the unions during
that year was for unemployment benefits; payments for this
purpose amounting to $4,398,821, The average amount paid
per year for unemployment benefits by the one hundred
principal British Unions in the ten years 1898 to 1907 was
|l,955,444.-JHi-
* Unemployment Benefits and Insurance, New York, 1931, p,26
^-•K- Sir V»m, H, Bevridge "Unemployment: A Problem of Industry"
London, 1930, p. 225-6

Further progress toward unemployment in-
surance was made when, in 1909, the LaborExchange Act was
passed. This act authorized the establishment and mainten-
ance of emplo3rment exchanges throughout the country. By
March 1911 two himdred and twenty-five exchanges were in
operation. These exchanges, aside from their purpose as
placing agencies, served admirably to prepare machinery
for the administration of unemployment insurance.
In 1911 the first national compulsory
insurance act v/as adopted. By the terms of the act, the
first contributions became payable upon July 15th, 1912,
and benefits were to start six months later. In the be-
ginning its scope included only a few industries and cov-
ered but 2,250,000 workers. Its coverage has been extended
from time to time, until now, almost the entire working
population, with the exception of agricultural laborers
and those engaged in domestic service, come under its
provisions. At the present time over 12,000,000 workers
are insured under the scheme, nearly all wage earners be-
tv/een sixteen and sixty-five years of age earning less
than £250 per annum are covered, the principal exceptions
being agricultural workers, domestic servants and casual
workers
.
The Insurance Fund in March, 1923 was
in debt to the government exchequer for almost $85,000,000

as a result of the depression and unemployment which began
in 1921. During the period from 1923 to 1927 various amend-
ing acts were passed, mainly to make provision for the
emergency created by the abnormal amount of unemployment.
"In large part," remarks Reinhard A. Honaus, in a paper dis-
cussing the matter, "this provision was made by the use of
extended benefits, and by special financial arrangements for
the fund."w By "extended benefits" is meant the continuance
of weekly benefit beyond the period for v/hich the unemployed
person is entitled to it as a right - in short, the much
decried dole.
During 1926 the Blanesburgh Committee
made an exhaustive study of the whole matter and, following
the publication of its report the "Insurance Act of 1927 was
passed. The most important changes made by this act were
(1) the elimination of the discretionary extended benefits
by making all benefits payable as a right; (2) the discon-
tinuance of the rule requiring six weeks ' contribution for
each week's benefit and the substitution therefore of a rule
allowing benefit to be paid provided thirty payments had been
made within the previous two years.
The scheme was further modified by the
Unemployment Insurance Act of 1930. In the beginning the
person claiming benefit had to prove that he was capable
of working but not able to obtain suitable employment.
The Record, American Institute of Actuaries
Vol. XIX, pt. 1, No. 39, May 1930

The Amendment of 1930 transferred the burden of proof from
the employee to the state, which now must present evidence
that the applicant has rejected a suitable offer of em-
ployment .
The fund's financial condition improved
somev/hat during the latter part of 1923 and in 1924, but
then turned steadily for the worse and by 1930 had reached
the staggering total of over $300,000,000. The number on
the unemployment register has remained very large, the
average rate of unemployment each year being greatly in ex-
cess of the estimated average of six per cent. It was of-
ficially estimated-"- that on January 23rd, 1933 the unemployed
Insured persons numbered 2,903,065 which number represented
23.8 per cent of the total number insured.
The I.Iinister of Labor administers the
scheme for most of the insured through a national system of
employment exchange. A small number, less than ten per cent
of the total, are insured through workers' associations,
mostly trade-unions, which must meet certain prescribed con-
ditions, '"ihile banking and insurance industries operate the
scheme for their employees under a separate arrangement, and
have thereby the advantage of the comparatively low rate of
unemployment applicable to those industries, the Act of 1927
prevents the granting of this privilege of "contracting out"
to any further industries
.
•K- London Times, Weekly edition, Februai'y 9th, 1933

Under the provisions of the British system
the employer deducts the employee's contribution from wage
or salary payments and remits the employees ' and his ov/n
contributions to the fund by means of stamps purchased from
the post-office. These stamps are then affixed to unem-
ployment books issued to the employees. Benefit is paid
weekly through local offices subject to proof that the em-
ployee qualifies for benefit, im essential element is that
the employee report to the local office as required*
A bill knoTrvn as the "Unemployment In-
surance Act of 1931" passed--- both houses of Parliament and
received the royal assent on March the third. The bill
contains only two sections. The first Increases to
£90,000,000 ($437,985,000) the limit upon the amount which
the fund may borrow; while the second extends the period
during which the transitional benefit, first authorized by
the Act of 1927, may be drawn.
In the fall of 1930 the Royal Commission
on Unemployment Insurance, after an exhaustive study of the
entire subject, submitted its report and in an interesting
article-K-Jc-^- entitled "British Unemployment Insurance at the
Gross Roads," Edwin E. Vifltte reaches the follov/ing conclu-
sions concerning its substance:
* Labor Review, May 1931
•55-Jt- Also known as the Gregory Commission
-A--)Sr^A- American Labor Legislation Review, March 1932, pp, 47-53

1. England, has not abandoned unemploy-
ment insurance. It has modified its system to resemble
more closely the American proposals for unemployment in-
surance. No attempt is T.ade to charge each industry with
the cost of its own unemployment and no emphasis is placed
upon prevention. The system remains a contributory one
and the benefits are fixed weekly amounts v/ithout relation
to the prior v/age. Through separating relief from insur-
ance and pitting the system on an actuarial basis, England
has returned to true unemployment insurance.
2. What has happened to England has not
demonstrated that unemployment insurance is impracticable.
Since 1921 unemployment insurance has been combined with
relief, so that only the now abandoned dole system stands
condemned. The regularized British dole with all its
evils, worked out better than the haphazard dole or poor
relief and charitable system we now have in America,
British experience has demonstrated that it is possible to
administer unemployment insurance with but little fraud,
3. The results of the general election
demonstrate that there is little basis for the so-called
great political power of the unemployed,
b . Germany
:
In July 1927 Germany enacted her first
national unemployment insurance law and provided that con-

tributions and benefits should become payable on October
1st of that year. The German law contains several impor-
tant modifications as compared with that of other systems
and particularly with that of England.
The original act of 1927 covered four-
fifths of the entire working population of the country.
It includes all wage earners getting less than |1420 per
annum and all salary earners getting less than ^2000 per
annum. It includes domestic servants but excludes some
agricultural and forestry workers, industrial home workers
and fishermen paid at piece rates.
The total contributions for employers
and employees under the act are not more than 6 l/2^ ®f
the wages. Originally the rate was three percent of the
payroll divided equally between the employer and the em-
ployee, but this was inadequate and the rate was raised
in January, again in July, and again in October, 1930.
The increased contribution is imposed upon employers
alone in undertakings in which the unemployment risk is
shown to be appreciably above the average. The government
pays the entire cost of the administration.
In contrast to England, where the unem-
ployment benefit has always been a flat rate, all adult
males being entitled to a specific sum and women and
children receiving somewhat less than that amount, Germany

pays a graduated benefit scale, varying with the salary
class of the worker and the number of dependents. There
are eleven different salary classes and insurance benefits
range from seventy-five per cent of wages in the lowest
class to thirty-five per cent in the highest. Additional
benefits for dependents increase as the wage scale ascends.
During the time the worker is eligible for unemployment
benefits, he is not personally liable for the payment of
premiums on the other tyoes of social insurance which he
is required to carry. These payments are made by the in-
surance fund.
The time for which a wage earner must
have worked during the last two years in order to be en-
titled to unemployment benefits for the first time is
fifty-two weeks with contributions. On subsequent ap-
plications he must have had twenty-six weeks actual work
with contributions in preceding year. There is a waiting
period during which time no benefit is paid, of fourteen
days for those under twenty-one and after seven days for
those over twenty-one. If there are four or more dependents
the waiting period is three days.
The applicant for benefit must be able
and willing to work. Seasonal workers must accept jobs in
other occupations. Unemployment must be involuntary and
not caused by misconduct or a trade dispute. A worker is

penalized by deferring his insurance benefit for eight
weeks, if he refuses to accept a job, provided it does not
pay wages lower than those prevailing in the district and
that the opening is not due to a trade dispute.
There has been imich disagreement about
what constitutes a "suitable job" and rules specify the
procedure for appealing contested cases. Benefit may con-
tinue for a maximum period of twenty-six weeks with an
emergency benefit granted by the state to workers ineligible
for regular benefits. This comes four-fifths from the
national treasury and one-fifth from the localities.
The administration of the employment
exchanges and that of unemployment insurance are, in the
German scheme, integrated into one unit and placed in the
hands of an autonomous body subject to supervision by the
Ministry of Labor. This organization which is divided .into
local district and national offices, forms a nation-wide
net work of placement and unemployment insurance bureaus.
The claimant for insurance must report in person to the
labor exchange nearest his home, and during the period he
receives benefit he must continue to report at intervals.
In addition to placing applicants, the exchanges give vo-
cational guidance, pay traveling expenses and furnish
various other services. They are, in short, the basis
upon which the whole structxire rests. In this connection
it is of interest to note that the original draft of the

scheme had proposed separate organizations, but this idea
was voted down in the Reichstag, The unification of the
administration of both services resulted. "The peculiar
advantage from the standpoint of insurance" states an
American authority-K- on the subject, "lay in the facilities
offered for checking capacity and willingness to work."
When the act was passed, it was estimated
that the number of unemployed would average about 700,000
a month. As a matter of fact, it has run much higher than
this, the average for the first three years being 1,143,000.
A sum of about $27,000,000 had been turned over to the fund
when it was established in 1927. V/ith this assistance, the
fund remained solvent until January 1929 when it became
necessary to borrow from the national treasury. By June
1929 these loans totaled over $65,000,000 and by December
of that year, they had mounted to $80,000,000, exclusive
of the cost of the emergency and the special seasonal
benefits. In view of this deficit, restrictions on the
payment of benefits became more stringent. Nevertheless,
the fund ran still further into debt and, in April 1930,
the Reichstag voted to grant the fund an annual subsidy
equal to half its deficit, the remainder to be raised
either by increasing the contributions, or by reducing
the benefits, or by some other measure; and to cancel
all the fund's deficit up to that date. This made the
subsidy for 1930 somewhat over |48,000,000 which was fol-
« M. R. Carroll, "Germany's New Unemployment Insurance"
American Labor Legislation Review, 19:97-100 March 1929
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lowed by the October increase in contributions.
The total standard benefits paid dur-
ing the first two years of the plan's operation amounted
to 1)440,000,000. Emergency allowance for the fiscal year
1928-29 cost the federal treasury $37,000,000 to which
the localities added their share of about $9,000,000.
It is difficult to make a fair appraisal
of the German system inasmuch as it was established and
carried on in a time of terrific economic stress. The
scheme has, however, in the opinion of Miss Carroll-x-, made
a distinct contribution to our thinking upon the subject
of unemployment insurance. "Their very appreciation of the
extent of their problem" she states," and the statistical
efforts fostered by the new administrative body for carry-
ing out the terms of the law challenge our inadequacy in
this respect. There is much that we might learn from their
analyses of their data on unemployment."
Both the German and the British experience
illustrate the tremendous difficulties involved when unem-
ployment insurance attempts to take care of cyclical unem-
ployment. On the other hand it may well be that under nor-
mal conditions, such insurance would function very well,
particularly in relieving seasonal or temporary unemploy-
ment •
According to R. A, Hohaus-"-;- the so-called
Op. cit. p. 105
•K-K- Op. cit. p. 42

"bankruptcy" of the British fund in 1921 cannot he re-
garded as a proof of the impracticability of such insur-
ance, for it was caused, in large part, at least, by the
temporary abandonment of the actuarial basis of the fund.
"Although", he says, "abandonment of the actuarial basis
is always bad insurance administration, there may be other
considerations that justify such action."
Other factors tending to weaken the
British system, have been the introduction of the so-called
extended benefit payment and the fact that greater emphasis
appears to have been placed on provision for rather than
prevention of unemployment. Nevertheless, the scheme has,
with all its faults, played a very considerable part in
sustaining the morale of the nation during the past ten
years of economic stress.
In many respects the German plan is an
improvement on the British, although experience may show that
it is weighed down overmuch with bureaucratic detail. This
is especially true, according to Hohaus, of the provisions
making the contributions a function of earnings. The
elaborate system of placement bureaus has placed strong em-
phasis on the preventive function of \memployment insurance.

IV. UNEMPLOYIv:Elfr INSURANCE IN THE UNITED STATES
With the exception of the Wisconsin Unemployment
Compensation Law-x-, enacted on January 28th, 1932, there has
been no action taken by any state on the matter of unem-
plo3rment insurance. Such plans as exist are of an entirely
voluntary nature and are limited to single industries or
firms. These private experiments have been of three general
types: (1) trade-union plans; (2) company plans; and (3)
joint -agreement plans.
1. Trade-Union Plans
These schemes differ from those maintained in
Europe in that they function independently of state sub-
ventions. They are based upon the individualistic prin-
ciple of unemployment benefits; viz, that relief is a
matter of voluntary effort on the part of the workers them-
selves .
In times of depression practically all trade
unions render assistance to their unemployed members. As
a result, many so-called unemployment benefit or relief
plans spring up during periods of severe unemployment such
as the present, and are discontinued when conditions become
normal. Disregarding these temporary emergency measures,
unemployment insurance schemes of a more or less permanent
and systematic character were, on April 1st, 1931, being
maintained by three international and forty-five local
unions
* For details of this law cf . Section VI below
K-JJ- Bulletin No. 544 of the U, S. Dept. of Labor Statistics
July 1931, p. 19

Many trade-union plans in existence be-
fore the depression v/ere for one reason or another abandoned.
An article in the Monthly Labor Review^'"ttates that several
of these v/ere in trades in which, through changing processes
of manufacture, or for other causes, the union became so
weakened that the organization was dissolved. In others
opposition to parent of benefits developed within the
trade-union itself.
Only the stronger and more highly or-
ganized unions, therefore, have been able to withstand the
strain of benefit payments during periods of protracted
unemployment. Of these the total membership is aL ightly
less than 45,000; or about 1 l/2% of the total trade-union
membership in the country.
The three national unions which maintain
unemployment benefit plans are the Deutsch-Amerikanische
Typographia, the Siderographers , and the Diamond Workers.
Two of these - the diamond workers and the siderographers -
employ altogether not more than a few hundred men. The
Deutsch-Amerikanische Typographia v/as the first union in
this country to pay unemployment benefits on an international
scale. The total membership in 1931 was about five hundred
forty-one of whom, however, one hundred and twenty were
pensioners. The siderographers who are engaged in a highly
specialized form of engraving number less than one hundred,
K- op. cit. p. 19
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Local union plans are more numerous,
involving forty-five separate plans, located principally
in the printing trades, in which the benefits vary "ac-
dording to niarital condition, length of membership, etc,-n
For exarple, there are nine locals of bakery workers who
maintained plans preceding the present depression, three
of them having been in effect for two decades, V/hile there
is seasonal unemployment in this line, the benefits are
obtained regularly, though they are rather lovi, in one case
$4.00 weekly. But whether most of these trade unions will
be able to continue paying benefits throughout the duration
of the current economic slump remains to be seen. Assess-
ments vary from a small fixed amount weekly or monthly to
a given percentage of earnings, even up to ten percent as
with the photo-eng-" avers of San Francisco. The maximum
limit of time benefits are received is a year up to no
limit, and varies from fifty days upward. Emergency
benefit funds may run longer at times.
Unions have been of recent years not too
strong, the 1920 statistics shov/ing not more than twelve
per cent of the total number of persons gainfully employed
as organized, whereas the 1930 figures show somewhat of a
break up of the union memberships through widespread unem-
ployment and semi-demoralization, particularly among trades
affected by new machinery, such as those of musicians,
^5- ibid p. 24

cabinet makers, coal miners, etc. Thus, v/hile the prin-
ciple of a union benefit scheme has been successfully
put into practice, the number actually protected by these
benefits is so an all as to be almost negligible. Further-
more, as the whole cost is borne by the members of the
union, the resulting assessments may be very heavy. This
is the principal reason why the existing union plans are
chiefly among those trades - notably the printers, where
regularity of employment is relatively good.
2. Company Plans
This type of plan has hot, up to the
present, gained any v/idespread acceptance among employees,
although here and there is found a firm with perhaps a
keener sense of social responsibility or, having the some-
what less altruistic motive of a desire to keep a skilled
force intact, has acted to provide some degree of security
for its employees, in times of lessened economic activity.
There are now in existence fifteen such plans for guarantee-
ing employment or the payment of unemployment benefits on
a contributory or non-contributory basis,
A list of these company plans, giving
the date of establishment of the plan and the average
number of employees covered in April 1931 is shown in the
following table :-5'<-
Cf . Bulletin of the U. S. Bureau of Labor Statistics
I^'o. 544, July 1931, p. 13

Nsime and Address of Firm
and Type of Plan
Date of eS'
tablishment
of plan
Average
NiHriber of
Employees
1931
Derjiison I.Ifg. Go. Framingham
Uner:^.ploynent benefit fund
Employment guaranty
Columbia Conserve Co., Indianapolis,
Indiana, Employment guaranty
Dutchess Bleachery, Inc. Wappingers
Falls, N.Y. Unemployment -benefit
fund
Crocker-I>icElwain Co, and Chemical
Paper Mfg. Co., Holyoke, Mass.
Employment guaranty
United Diamond Works, Inc., Newark,
N.J. Unemployment benefit plan
John A, I.Ianning Paper Co., Inc.
Troy, N.Y,, Unemployment benefit
plan
Eehr, Manning Corporation, Water-
1916
1/1931
4/1917
12/1919
2/1921
4/1921
1/1922
1,941
162
425
511
257
vliet, N.Y. Unemployment benefit
1/1922plan 239
S. C. Johnson & Son, Racine, Wis.
Unemployment -benefit plan 11/1922 346
Leeds & Northrup, Philadelphia, Pa.
2/1923Unemployment benefit fund 1,064
Procter & Gamble Co., Cincinnati, Ohio
Employment guaranty 8/1923 5,619
Brown & Bailey Co., Philadelphia, Pa.
11/1927Unemployment benefit fund 115
Consolidated V/ater Power & Paper Co.
V/isconsin Rapids, V/is
.
,
Unemployment
2/1929benefit plan 900
General Electric Co:
Unemployment benefit fund (electrical
apparatus manufacturing, 12 plants) 8/1930 70,380
Employment guaranty (lamp v/orks
12 plants) 1/1931 8,000
Fond du Lac, Wisconsin - three companies
Unemployment benefit fund 9/1930 350
Rochester, N.Y, - fourteen companies
Unemployment benefit plan 2/1931 26,000
a. Guaranteed employment plans:
Six company plans, the earliest of which
was begun by the Columbia Conserve Co., and the latest in
1931 in the incandescent lamp department of the General
Electric Company, are based on the idea of the continuity

of employment, in each case the nature of the Industry
being such that it appeared possible to guarantee steady
employment to the regular force at a cost so small that
it could be carried as part of the operating expenses
without the need of an accumulated reserve fund. In all
these plans there is a guarantee of continuous employment
for a stated number of weeks for employees meeting the
service requirements, or failing that, payment of compensa
tion for an indefinite time or at least a long period of
time. The period of guaranteed employment in the year in
the different plans ranges from forty-four v/eeks to full
time, or fifty-tv/o weeks.
The Proctor and Gamble Com-pany adopted
its plan in 1923. All of the factories are not included
under the plan, but over three-fourths of the employees
of the company's principal factory are included. Pull pay
for forty-eight weeks in the year is guaranteed by the
company to every employee who is a member of the profit-
sharing plan and has ambscribed for a stated amount of
stock in the comxpany. The employees eligible to benefit
must also have a service record of at least six months
and earn less than $2000 a year. While the plants are
closed for cleaning, overhauling and inventory or during
holidays or vacation time no payments are made. In the
period of four weeks for which there is no guarantee, half
pay is given if the person reports for work, though this

is not stipulated in the agreement. The company has the
right to transfer an employee to other work, "but it must
pay him his regular wages. Participation in the plan is
voluntary, and v/hile about eighty per cent of those eligible
were participants prior to the depression, the number, ac-
cording to the U. S. Bureau of Labor Statistics-"-, had in-
creased in 1931 to almost one hundred percent. The Bureau
further reports that there had been no lay-offs for lack
of work during this period and quotes the company's state-
ment to the effect that no participant in the plan had ever
been in distress on this account.
The employment -guarantee plan of the
Columbia Conserve Company, covering the permanent employees
of the company who are on a salary basis, was adopted in
April, 1917, under the direction of its president, llr,
V/illiam P. Hapgood and has, since its inception, attracted
v/ide attention as a pioneering effort in this form of
social endeavor.
Simultaneously with the adoption of the
plan, a workers' council "/as formed which was given con-
siderable authority. The workers came into possession of
51.3^ of the common stock of the company June 30th, 1930,
and are now practically in full control of the business.
Regular v/orkers are considered for membership in the salaried
class within three to six months after being employed, and
K- op. cit. p. 10

upon being placed on a salary basis are automatically
covered by the guarantee which insures full pay for the
entire year. In June, 1931 one hundred and forty of the
one hundred and sixty-tv/o employees were included in the
guarantee plan. The number of non-salaried workers varies
from none to seventy-five.
Despite the highly seasonal nature of the
canning business, the company has been generally successful
in providing work for its salaried employees, these being
used on maintenance and similar work when there is no pro-
duct ion » As a result, the variation in the number of em-
ployees has been small. The company is quoted-"- in the re-
port of the Select Committee of the Senate to Investigate
Unemplo3nnent Insurance, as stating that no salaried v/orker
has been discharged because of the present depression. All
extra costs under the unemployment guarantee plan are paid
out of operating expenses.
As illustrative of the difficulties
which company plans in general have encountered during the
later stages of the present depression, it is of interest
to quote the words-:t--55- of the Columbia Company's president
on its recent financial situation: "These discussions (in
the workers' council) were, " he relates, "about our finan-
cial situation and the probable necessity of making still
Senate Report No. 964, 72nd Congress June 30th, 1932
•K-K- William P. Hapgood "An Experiment in Industrial
Democracy", Indianapolis, Indiana, Supplementary
.
Chapters, p. 4

further reductions In our incomes." There were a number
of suggestions made, one of which was that in any week
v;hen cash receipts were not sufficient to take care of
outside obligations for material and services in addition
to pa3rroll, the latter should be passed entirely instead
of being simply deferred as it had been during the previous
year. The decision to adopt this plan was made on May 18,
1932; four weeks later the first pa3rroll was passed," and,"
continues Mr. Hapgood "it seems to me probable that during
the next two months we shall have to pass several more,
because we are now in the leanest part of the entire year."
He then ventures the opinion that "the method which v/e have
adopted of meeting the problem of financing our business , .
affects the letter of our policy of fifty-two pay checks a
year but does not affect its spirit, which is continuity of
employment .
"
Of the plans providing unemployment in-
surance rather than guaranteed employment, that of the
Dennison Company is one of the best known and the oldest
of all the company plans. This plan was begun in 1916 when
a sum was set aside by the company as a nucleus of a fund
for the payment of unemployment benefits. Varying amounts
were added to the fund in the next three years and the
plan was finally put into effect In Llarch 1920.
The plan as first formulated and up to
January 1st, 1931, provided for the pa^mient of benefits
to employees who were unemployed because of lack of v/ork

or whose earnings were reduced because of transfer to a
job paying lower, wages than their own. Under this plan
there was a waiting period of one day and if the lay-off
lasted for fourteen days, two days so lost were not com-
pensated. In January 1931 the character of the plan was
changed in that the Company agreed to guarantee fifty per-
cent of the normal weekly pay to employees without depen-
dents and seventy per cent to those having dependents, who
had at least six months' service with the company and who
ere retained on the payroll. Hov/ever, the company very
definitely does not guarantee permanent employment to any
of its workers, but it does guarantee a certain minimum to
those retained on the payroll.
The employees eligible for unemployment
benefit are permanent employees who, to avoid unemplojrment
,
are transferred to jobs paying less than eighty-five per
cent of the normal pay, and those who are laid off for
lack of work to such an extent that the total pay for any
payroll v/eek falls below seventy or fifty percent, accord-
ing to whether they have or have not dependents.
During a period of slack work employees
are not required to report regularly at the factory, but
they are expected to hold themselves subject to recall
upon reasonable notice. Failure to report puts an e mployee
automatically on the same status as any employee who is
absent for personal reasons.

Ordinarily, an employee who obtained
outside work while laid off on account of lack of work
would receive a benefit sufficient to bring Jiis earnings
up to an amount equal to his regular earnings. However,
outside work at present being a rather remote possibility,
no long lay-offs are being given. If there is only fifty
per cent work in a department, one half of the employees
work one-half the week and one-half the other.
Unemployment relief for employees
classed as without dependents amounts to fifty per cent
of the normal weekly pay for a forty-eight hour week, but
may not be more than eighteen dollars nor less than eight
dollars for the week, and for an employee with dependents,
seventy per cent of the normal weekly pay, but not more
than tv/enty-four dollars nor less than eight dollars for
the week. There is no waiting period before an employee
is eligible for unemployment benefits, since the
.
guarantee
covers the stated per centage of the normal earnings of the
different classes of employees.
The plan Is administered by the unemploy-
ment relief committee, consisting of voting members divided
equally between management appointees and works -committee
appointees. The number of members, the time and manner of
appointment, and the tenure of office, are subject to rules
adopted from time to time by mutual agreement between the
works committee and the management. If at any time there

is a failure to come to an agreement between these two
bodies on any question relative to unemployment relief,
the question, after the lapse of one week, is submitted
to the board of directors whose decision is final.
The duties of the uneraploym.ent relief
committee are as follows:
To decide who are permanent employees,
except that no person shall be classified as such who
has had less than six months continuous service with the
company immediately preceding the transfer or lay-off.
To define the normal weekly wage and to
make rules, not inconsistent with the above classification,
regarding adjustments of pay or charges for unemployment
relief on account of transfer or layoffs for lack of work.
To decide who shall be classed as de-
pendents .
To reduce or suspend temporarily (but
not increase) the amount of payments whenever the rate of
expenditure threatens prematurely to exhaust the available
money.
To make such other rules, not inconsis-
tent with the above, as are considered reasonable and proper
and to study the entire subject of unemployment and make
such suggestions and recommendations as it can.
The committee is required to report its
actions and decisions to the management and the works com-
OBXl
mittee periodically.
The fund, after the appropriations made
between 1916 and 1919, amounted to approximately $147,000.
No appropriations have been made since that time. The
plan as first adopted provided that when the amount in the
fund dropped below -$50,000 unemployment benefits should
cease or new provisions should be put into effect. In
1931, according to the Bureau of Labor Statistics-^-, it was
far belov/ that figure, and it was provided at that time that
out of any reserve the company may have set up, money would
be provided to an amount not exceeding $35,000 during any
twelve consecutive months. After this reserve had been
used up, it was the intention of the directors of the com-
pany to make further sums available, conditions permitting.
It has been the custom of the company
during normal times to v/ork overtime in busy periods rather
than to take on many temporary workers.
As in the case of the Columbia Conserve
Company, however, the effects of the depression on the Den-
nison Company have been very severe. It has been necessary
to discharge a great many workers. Among those dismissed
have been many lower grade clerks and supervisors, it hav-
ing been found necessary to curtail the keeping of records
wherever possible.
It is furthermore the policy of this
company when, as a result of changes in machinery or busi-
Op. cit. p. 27
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ness depression, it is impossible to foresee any work for
a group of employees for a period of a year, to transfer
as many as possible and when that cannot be carried any
further, it is necessary to discharge. In discharging
workers, those having less than six months work are
dropped first, and then the less satisfactory workers
among those having longer service. V/orkers who are dis-
charged are given sufficient notice and two weeks' pay.
In 1931, according to the Bureau of
Labor Statistics^"- no extra payments had been made to the
fund and as it was rapidly being depleted because of the
demands upon it, every effort v/as being made to make the
available money go as far as possible. The directors have
agreed, however, that at the earliest possible moment they
will begin to build up the fund.
During the years 1930, 1931 the total
number of employees covered by individual company plans
was more than doubled v/hen the General Electric Company put
into effect two different plans covering unemployment con-
ditions . The first, an unemployment -pens ion plan, had been
adopted by all of the twelve plants manufacturing differ-
ent types of electrical apparatus on August 1st, 1930, and
the second, a plan for guaranteed employment covering all
employees having two years' service with the firm, was put
in effect in the twelve lamp works of the company in Janu-
ary 1931.
K- Op. cit. p. 29
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The benefits of the unemployment -pens ion
plan are made available to any of the company's plants
upon affirmative vote of sixty per cent of the eligible em-
ployees. The company and the workers share cost equally.
Employees contribute one per cent of their earnings. Pay-
ments to contributing employees temporarily laid off are
fifty per cent of their average full time earnings. If
they are working part time, the difference between actual
earnings and fifty per cent of average full time is paid.
Maximum payment is twenty dollars per week for not more
than ten weeks in any yearly period. If payments from the
fund should rise to normal receipts or over, all employees
of the plant, both the general and district commercial men,
engineering and administrative employees are required to
contribute to the fund until the emergency is over. All
employees of one year's continuous service are eligible.
The unemployment pension plan provided
that no payments should be made from the fund until an em-
ployee had contributed to it for six months. On account of
conditions, however, a special emergency was declared
December 1st, 1930. The emergency plan contained three im-
portant modifications because of the fact that it was put
into effect before a substantial fund could be accumulated.
Those provisions include the contribution of one per cent
of earnings of all employees of the company except those

in the lamp department, payments only to employees in need
of funds, and reduction of maximum weekly payments from
twenty dollars to fifteen dollars. From December 1st, 1930
to April 30th, 1931 benefits were paid to 10,253 employees
amounting to a total of 4|i549, 605.50. This amount covered
payments for complete unemployment, part time employment,
loans and the relief of distress.
Mr. Gerard Swope, President of the Gen-
eral Electric Company in a letter^- to the employees of the
Company dated June 16th, 1930, wrote that "this Plan is
not final in form or in substance and may be modified by
joint action of the employees and the Company. It is an
interesting experiment in which the Company is glad to
join its employees, first, in endeavoring to find a solu-
tion; and, second, in ameliorating the tragic effects of
unemployment on particular employees, who are in no sense
responsible for their unemployment."
Besides its plans covering unemploy-
ment conditions, the General Electric Company has a very
definite and elaborate stabilization policy directed toward
the reduction of the cause and effect of unemployment in
accordance with the following principles
:
* c.f. G-E Employees Unemployment Pension Play By-Laws
.
rules and regulations - General Electric Co,
Schnectady 1930, p. 1
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WHEN BUSINESS IS INCREASING:
1. Increase force by adding employees as
slowly as possible.
2. Increase the number in especially busy
departments by transfers from other
departments
.
3. Resort to overtime before increasing
the force.
4. Postpone plant renewal and maintenance
work when possible, employing the men
on regular production.
V-TIEN WORK BEGINS TO PALL OFF:
1. Cease hiring at once.
2. Cut down all possible overtime, and bring
departments down to normal week,
3. Transfer people from slack to busier de-
partments .
4. Stimulate sales department to secure co-
operation from customers and get business
for future delivery.
5. Build standard apparatus for stock up to
months ' shipments based on average of
last three years, adjusted to expectation
of next two years
.
6. See that stocks at all factory and district
warehouses are brought up to this maximum.
7. Use men in maintenance and repair work,
bringing plant and equipment up to a high
standard.
8. Cut the normal week generally as gradually
as possible, down to 50% normal,
9. Proceed with construction previously
planned using own men as much as possible.

10. Drop new employees with less than one year
of service - single people v/ho have no de-
pendents and are easily spared first - al-
ways with at least a week's notice.
11. Employees should be told whether it is tem-
porary lay-off owing to lack of work, or
permanent lay-off. In every instance of
permanent lay-off, the usual compensation,
if any, should be paid, depending upon the
character of the work, age, and length of
service
.
The story of a factory with only one
hundred and thirty-five employees is reported in the "Survey.
A simple unemployment scheme carried its workers through the
first two years of the depression with eighty percent of
their normal earnings. The Philadelphia firm that had gone
even farther than the General Electric in its unemployment
insurance scheme is the Brown & Bailey Company, manufactur-
ers of folding paper boxes.
The plan is based on the scheme of unem-
ployment reserve worked out by B. Seebohm Rountree of the
Rountree Chocolate Works in England, Their unemployment
Insurance fund equals twice the largest weekly payroll in
the preceding year. This fund amount to J|7,500 was ac-
cumulated during prosperous years and placed in trust for
the employees. Originally the plan did not call for con-
tributions from employees. Brown stated in a letter to the
"Survey"j "The employees so deeply appreciated the benefits
<- SURVEY, New York, February 15th, 1931, p, 547-8 - "A
Small Plant Tries it Out."
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of the fund and the sense of security that it brings to
them that, through their elected representatives on shop
committees, they have voluntarily asked that when the fund
falls below $5,000 they be allowed to contribute an amount
equal to one per cent of their weekly remuneration. Be-
tween April 2nd, 1930 and January 1st, 1931 payments total-
ing ^7,975.28 were made from the fund to eighty-one employees
who were on part time, an average of 41)98.46 each."
"All out of work employees have come
through this depression so far receiving at least eighty
per cent of their normal remuneration. So far as v;e can
learn, most of the unemployraent insurance plans do not
guarantee as high as eighty per cent of normal wages and
it is possible that it may seem wise to reduce this per-
centage in the future. From the management's standpoint,
I believe that an adequate unem.ployment insurance plan is
worth all that it costs and more. Thus the employees are
safeguarded, even in a relatively insignificant plant, as
regards size and capital investment, against broken time
and insecure income."
The latest company plan to be adopted
and perhaps the most significant, since it contemplates the
stabilization of employment in an entire city, is the Roch-
ester Unemployment benefit plan which was adopted in Feb-
ruary, 1931, by fourteen manufacturing establishments

(since increased to nineteen) whose employees represent
about one-third of the industrial employees of the city.
It is hoped that ultimately all employees in the city will
adopt the plan. The companies enrolled in the plan are
engaged principally In the manufacture of cameras, tele-
phones, optical goods, instruments, etc., the Eastman
Company being the largest of these.
The first payments into the funds v/ere
made in 1931 but no benefits were to be paid until January
1st, 1933. Eligibility for benefits is based on continuous
service for at least a year and the candidate must be earn-
ing less than fifty dollars per v/eek. '/Vhen laid off, the
insured shall fill a blank and register at the Public Em-
ployment Center at Rochester. An amount of benefit is
authorized equivalent to sixty per cent of the average
weekly wage, with maximum benefit payments of $22.50
weekly. Financing of the plan during normal periods is
borne by the emiployers . A reserve fund is contributed to
by each employer up to two per cent of his payroll. To
provide for extreme depressions, an assessment may be made
after January 1933 on all officials and employees of the
company to equal one per cent of their earnings.
The companies of Rochester are opposed
to compulsory insurance, which they felt vvas coming, and
evolved the plan in order to anticipate such legislation.

feeling that what they did was in the ""best American v/ay
of dealing v/ith the problem involved, The influence of
the Rochester plan is due to the combination of local
forces in a large sized community, there being twenty-six
thousand persons affected, or a total of a third of those
employed in that city. The plan was intended to embrace
all the concerns in Rochester so that a check could readily
be kept on personnel.
As the plan seems logical and well formu-
lated, it is likely that in normal tim.es it will work excel-
lently to protect workers unemployed as the result of lay
offs with moderate benefits, a period of six to thirteen
weeks ' benefits being extended in proportion to length of
service, one year to five years and over. The Eastman
Company has had the longest experience and has exerted
leadership
,
Company unemployment benefit plans have
been limited so far to manufacturing industries and even
In this field have been too few in number and their combined
coverage too small to have met in any broad way the problem
of unemployment. Moreover, of the two plans of greatest
coverage - the Rochester plan and the General Electric
Compajiy plan - the first has not yet been put into effec-
tive operation and the second was adopted during a period
* Rochester Unemployment Benefit Plan - Industrial Manage-
E'ent Council-Rochester Chamber of Coimerce pamphlet
p. 3

of abnormal depression and as a result had to be modified
to meet emergency conditions without opportunity to accu-
mulate reserve funds.
"In spite of their limited scope, however,
the Senate committee observes, "experience under the various
company plans has two very important results. In the first
place, it has been shown that such plans, organized on a
fairly liberal scale as regards benefits, can be carried on,
at least by many types of plans and industries, and even
in times of considerable business fluctuations, without
serious difficulty and without prohibitive expense.
"In the second place, this experience
has thrown much light on the importance and practicability
of stabilized production and employment as an essential
part of a successful unemployment -benefit plan. Even in
seasonal industries firms which have devoted serious con-
sideration to the question of regular employment have
found that much can be done to eliminate the uncertainties
of plant operation,"
5» Joint Agreement Funds
An interesting type of private initia-
tive in this country is found in the joint union-employer
plans, whereby an agreement is entered into by the manu-
facturers and the unions to pay unemployment benefits to
\inion members. In some cases both employers and employees
«- Op. cit. p. 17

contribute to the fund out of which benefits are to come;
in others, the employers alone support the fund. Most of
these arrangements are found in the various branches of
the garment trades, the plan of the men's clothing industry
alone including about sixty thousand of the total of ap-
proximately sixty-five thousand workers so covered.
According to Douglas-Jt- the most notable
illustrations of this type of plan are: (1) the agreements
negotiated by the Amalgajnated Clothing Workers in the men's
clothing markets of Chicago, New York and Rochester; (2)
the forty-week guarantee in the women's clothing industry
of Cleveland, Ohio, by the manufacturers to the Inter-
national Ladies' Garment Workers; and (3) the national
agreement in the full-fashioned hosiery industry betv/een
the manufacturers with "union shops" and the Pull Fashioned
Hosiery Workers.
The guaranteed employment plan in the
Cleveland ladies' garment industry and in the Chicago
Clothing industry is the creation of boards of arbitra-
tion which declare that the worker is entitled to a min-
imum emplojrment guarantee and that this is a proper and
necessary burden on industry. The scheme provides that
each worker is entitled to at least forty weeks of em-
ployment each year, and the worker who exceeds twelve
weeks of idleness each year is entitled to draw on the
* Douglas and Director, THE PROBLEM OF XINEMPLO'BIENT
INSURANCE p. 474

unemployment fund. The employer is to lay aside ten per
cent of his direct payroll on the basis of the regular
wage scale to constitute an unemployment insurance fund
for his plant, ^/Vhile the fund need not be set aside, an
employer can give a surety bond for its payment, thus pre-
venting idle capital and yet protecting the worker. This
is in the nature of a penalty on the employer for failing
to get work for his men, and also eliminates the incentive
for men to remain idle, which would exist if they should
lose their unemployment pay by securing other work. The
Chicago plan is genuine unemployment insurance and con-
stitutes the most ambitious experiment ever attempted in
the United States.
a. Source of Unemployment Funds:
Each manufacturer has signed an agree-
ment with the union concerning an unemployment fund, under
which he must deduct one and one-half per cent of the wages
paid to his union workers and add thereto one and one half
percent as his own contribution, and forward the combined
three per cent to a joint board of trustees of his unem-
ployment fund. Hart, Schaffner & Marx have chosen a
separate board of trustees, with a neutral chairman.
b. Eligibility for Benefits:
A prerequisite is the length of service

for In Chicago and Detroit non-union members are not in-
cluded in this agreement. Employees specifically engaged
in temporary work are also not included in this plan.
Temporary labor may be used v/ithout disability when laid
off. Under the Chicago plan, a worker must have been a
member of a union for a year before he secures any benefits
from the plan.
A deduction of one and one half per cent
was made from the weekly earnings of each union member,
and a like amount was added by the manufacturer, making a
total of three per cent of the weekly wage bill for the Un-
emplo3rment Insurance Fund. This was later amended so
that the employers contributed three percent, making the
total four and one half per cent. The working program vi^as
elaborated by Dr. Leo V/olman, economic adviser of the
clothing workers' union. An employment exchange was
planned by Dr. Stewart, formerly of the Dominion Government
labor department. The Chicago Fund paid out more than six
million dollars to those out of work among the tv/enty
thousand workers in that city. A reserve of a half million
to a million dollars has been maiatained.
The clothing industry at Rochester is
likewise protected by the 1928 insurance fund set up in
New York and Rochester, but a premium of only one and one
half per cent was contributed by the employers, and the

workers are not making contributions, '.Vhen Industry picks
up, however, the fund will be more generously supported.
The boards of trustees in both cities were able to dis-
burse for relief during 1929 and 1930 a total of eight
hundred thousand dollars.
In times of prosperity, these funds if
established enable the workers to tide over slump periods.
Joint unemployment insurance for the clothing workers has
demonstrated its utility. Total benefits since foundation
of the system have been over six and a half million dollars.
Previous to 1928, there had been no insurance for a large
majority of these workers, and the sixty thousand men so
insured have constituted a considerable fraction of the
total insured American workers who according to Sidney
Hillman,-K- number three hundred thousand "who are in any way
whatever insured against the hazards of involuntary unem-
ployment .
* Atlantic Monthly for November 1931, p. 665 148:5
661-0 Unemployment Reserves by Sidney Hillman

V. SOIvlE ASPECTS OF UNEMPLOYT-IENT INSURANCE
1. The Dole
A direct money payment would provide
an enormous load. Taxes would necessarilyincrease . If
exe^nption were provided for certain firms, there would he
complaints from others, as English experience has demon-
strated. Under the pressure of political expediency, en-
abling legislation was passed widening the scope of the law
so that during one of the greatest economic crises in recent
history, England has had to sustain the enormous burden of
relief by direct payments through the dole.
Direct payment offers a specific or
arbitrary panacea, but the proper method cannot be formu-
lated without further knowledge of the facts and causes.
Doles and extravagant appropriations for public works have
failed in England to keep business on an even keel. Probably
it is better to educate business managements to an intelli-
gent technique of economic balance and to their community
responsibilities than to take responsibility from them by
state action.
The niimber of men and women periodically
jobless is too vast to be taken care of by direct state sup-
port and revenue. It is estimated that there are 48,000,000
employed in the United States, of whom the majority draw
wages and salaries, and of this number, sixty percent are

wage earners and forty per cent proprietors and "salaried
employees." But the list of imemployed is said to "be
enormous, probably fourteen millions.
Various attempts at relief have proven
temporary expedients in the form of a direct dole. The
futility of Christmas drives, unemployment charity appeals,
block-aid plans and community chests is apparent on a re-
view of the newspaper articles which have appeared in the
last few years on the current theme. It is not a matter of
appealing to a group of rich Americans, for even the funds
of the richest would be exhausted in an attempt to heal the
breach, Vvliat is desired is not charity, but a rational
scheme of unemployment insurance which will provide for all
the defects of temporary devices.
An editorial writer is quoted by A. Epstein,
In the American Mercury, as celebrating the economic cata-
clysm which has transformed this country into a land of v/ant;
a paeaji which was popular a few years ago.-"- "The rich are
taxing themselves all over the country in order to give em-
ployment. The funds for this purpose raised in the various
cities and still accumulating, are provided for the most part
by men of large means. Voluntary effort and private benevol-
ences will in this country always be equal to the demands sud-
denly made by even a great disaster." But the fact remains
that private philanthropy cannot cope with the bigness of
the situation.
<- "Do the Rich give to Charity?" American I,:ercury XXIII-89
I.Iay 1931, p. 23

It is declared by Ivlr. Epstein that only
seventeen per cent of the general population contributes
to community chests Besides v/hich there is a great deal
of overhead cost in administering the funds. These three
hundred and sixty coramunity chests raise not more than
eighty million dollars yearly which is said to be less than
half the sum spent through workmen's compensation alone.
The picture he gives of the straining efforts of private
charity to take care of all the want is sufficiently con-
vincing.
Senator Robert T. Wagner, in an article
on "Rock Bottom Respon3ibility"-!H;- declares:
"It has been only since the full force
of the present depression struck our country that we have
come to see how unprepared we v;ere to deal with its
ravages. No reserves had been laid aside to care for pro-
longed. Involuntary unemployment. As soon as the modest
resources of great multitudes were exhausted, they were
compelled to turn to public and private charities.
Statistics obtained by the Russell Sage Foundation show
that the amount of non-pension relief increased four hundred
forty-nine per cent between the first half of 1929 and the
first half of 1931. In eighty-one cities having a total
population of more than thirty-six million, the sum of
Ibid.
''A-^A Graphic Survey, June 1932

$132,000,000 was spent for relief during the twelve months
of 1931.
Prom data such as this, it is evident that
the maintenance of the dole is an expensive proposition.
The charges directly attributable to the cost of deferring
revolution in England are heavier by far than regular in-
surance charges regularly imposed over a term of years and
borne by all factors concerned.
As a step-"- toward the control of industries
which thrive on casual labor, an economist of note would em-
power the Minister of Labor to schedule industries which are
marked by excessive unemployment, thereby forcing such in-
dustries to engage their labor only through an employment
exchange and placing upon them the burden of providing
their own unemployment relief.
Charges that the dole was helping men
to live in idleness v^hen they could get work have been made
incessantly in the press. Vi/henever they have been investi-
gated, they have been shown to be idle and irresponsible
talk, for British working men and women could not profit
to a sizeable extent thereby.
"Conditions in England and Germany would
have been in an infinitely worse state had it not been for
the mitigating influence of unemployment insurance. Owing
to its benefits, the masses of the unemployed have been
K- The New Republic, February 25th, 1932 "Dole or Insurance?"
Leo 'jVolman, p. 50-51

kept from economic destruction and social degeneration.
Only half informed persons refer to Tinemployment insurance
as the dole. It is in this country, v/here the charities
serve as a substitute for unemployment insurance that we
have the despicable dole."-'«-
Such is the evidence offered by a shrewd
observer, Mr. Hillraan, connected with the clothing industry
and considerably experienced. It is little realized that
the American working population not at present engaged in
gainful labor is under a specious system of dole. Ulti-
mately the social cost and degradation through inequitable
distribution of v;ork and incomes is greater than the cost
of a legitimate system of insurance.
2. Unemployment Insurance from an Actuarial Standpoint
a. Is Unemployment an insurable risk?:
There is a sharp difference of opinion
among actuarial authorities on this question, llr , James
D. Craig, Actuary of the Metropolitan Life Insurance Com-
pany statesv-v- that, in the course of addresses delivered
during 1931, the presidents of three great insurance com-
panies arrived at substantially the same conclusion on
the matter.
•K- Unemployment Reserves, Sidney Hillman, Atlantic
Monthly, November 1931, p. 662
•s:--"- Pamphlet of the /imerican Bankers Association "Is Un-
employment Insurable?" New York, 1932, p. 6

The conclusion reached by these gentle-
men is that there are certain fundamental requirements
which any risk must fulfill to make it insurable and that
unemployment does not lend itself as a risk, to the test
of all of these fundamental requisites. Some of the es-
sentials necessary for a risk to be insurable are: the
rate of occurrence of the risk must be predictable within
reasonable limits; the risk must be beyond individual con-
trol; must be easy of verification and not possible to
happen to too large a proportion of the group covered at
any one time. Mr. Ecker stated that there are certain
types of unemployment to which insurance may possibly be
adapted and suggested that experiments be expanded and de-
veloped in an endeavor to find out which plans may success-
fu.lly be underwitten
.
At a meeting of the Actuarial Society
of America in Hew York, Mr. Moir, president of the United
States Life Insurance Company, declared unem.ployment in-
surance shov/s an unsatisfactory solution for periods of
prolonged unemployment, and announced that it was doubtful
v/hether any of the large Insurance companies v/r^uld ever
issue policies. He suggested that some life insurance com-
panies have actuaries and other scientific experts who can
furnish good advice and lay dovm rules, v/hlch might make it
possible to supply some measure of relief along insurance
lines, "But it would only be a measure of relief, not the

mitigation so many people seem to imagine." Any corpora-
tion starting this business would have to carry the obliga-
tion separately and quite distinct from the life insurance
funds, which have no responsibility for the unemplo3rment
claim.s. Such a stipulation is necessary and in accord
with the fundamental provisions of our life insurance lav/s
;
yet it would remove one great reason for the work being
handled by a large life company - namely, magnitude.
Another problem which prevented consid-
eration of this type of business by the large insurance
companies v/as one of finance. "Under its normal course,"
he said, "funds v/ould accwiulate while business is active,
conditions sound and security prices relatively high. It
would be difficult to earn high interest rates on moneys
invested at such times. But v/hen tlm^es of depression come
and people are out of work, v/ith money scarce, the value
of the same securities would go dov/n. This is just the
tim.e when funds v/ould have to be realized and paid out for
unemployment benefits." He moreover cited the experience
of Great Britain and Germany with unemployment insurance
to support his claim that such insurance, backed by the
government, was not sound. The experiences of these two
countries, he declared, indicated that their unemployment
insurance systems furnished a serious problem, "As the rat^
of benefit rises," he said, "more and more v/orkmen decide

that they would rather drav; insurance than have jobs, so
that the tendency of plans such as were adopted hy Great
Britain and Germany is to increase unemployment. In both
countries it has been intended to make these Insurance
plans self-supporting, but notwithstanding this fact, the
government found it necessary to make contributions not
many years after the plan was put into effect."
In the same pamphlet---, however, in v/hich
Mr. Craig writes, a less stringent view of the matter is
expounded by Professor V/olman of Columbia University. He
declares that the history of each important branch of in-
surance discloses long periods of dependence on inadequate
and erroneous data and that the application of immutable
standards of performance to all systems of insurance, re-
gardless of their peculiar features and their age, is
obviously an unsatisfactory procedure which may well only
add to the prevailing confusion. "Determination of in-
surability," he continues, "should rest, not upon refined
verbal distinctions, but on a fair appraisal of comparative
experience •
"
He then concludes-::-::- that "the sensible
attitude of business should be not one of obstruction but
of participation in the building of a sound foundation for
our latest experiment in social legislation."
From the foregoing it is clear that
ibid p. 21
Op. cit. p. 28
1.S ,
Professor Wolman is out of sympathy with the conservative
opinions of the actuaries and would plunge boldly and at
once into this unexplored realm of insurance. Likewise
Douglas in the "Problem of Unem.ployment is sanguine
concerning the alleged inadequacy of statistical informa-
tion with which to fix accurate actuarial rates of contri-
butions. He believes that after the system has been
in operation for a time, a body of adequate experience
v/ill be developed upon which the rates can be readjusted,
and that studies already made indicate an average volume
of unemployment through the years in manufacturing, min-
ing, transportation, and construction of somewhere between
eight and ten per cent.
Op. cit. p. 497

VI. UNELIPLOYIvIENT RESERVES - A SUGGESTED SOLUTION
American observers have long looked v/ith
disfavor on the compulsory unemployment systems of Europe,
particularly that of Great Britain, and have adjudged them
as unsuitable models for American projects in this field.
In an attempt, therefore, to profit "both from the European
experience and our own experiments, there has come into
considerable favor during the past few years, a plan known
as the "Unemployment Reserve Plan." The theory underlying
this plan is well expressed by Douglas-"- when he states that
if we cannot greatly stabilize emplo;7Tnent , we can and
should stabilize the income of the workers to a far greater
extent than is nov/ the case. The only practicable method
of accomplishing this is by the method of insurance v/hereby,
while workmen are employed, pooled reserves may be built
up which will be paid out as benefits to those who are un-
employed through no fault of their own.
The supporters of this plan point out
that corporations maintain reserves, built up in prosper-
ous years, for the payment of dividends in lean years,
and contend that the same form of protection which is now
provided for investors should be extended to workers.
"Two accepted principles," says the final report of the
Massachusetts Commission on Stabilization of Employment
"underlie unemployment reserves - namely, that industry
should be held responsible for the payment of costs incurred
K- THE PROBLEM OF UNEMPLOYIVrENT p. 485
House No. 1200, December 1932

as part of the processes of industry, and that emergencies
should be provided for by saving in advance."
Such a plan as here outlined is not en-
tirely new since, as we have seen above (Chapter IV) they
have been in effect in a number of private establishments
and have been attended by excellent results.
Many large corporations are well able
to provide for their stockholders over long periods of
prosperity or even normal operation. Combination, mass
production and cooperative efforts and the development of
new processes enable them to control conditions and out-
put. Industrial management has the experience and the
capital to provide for such contingencies. But it has
done little except in a relatively few corporations, to
correct the uncertainty of the future for the v/orkers.
Industry will have to bear its share of
the costs through voluntary action, and thereby prevent
the collapse that produces general disaster for the major-
ity. This calls for the assembling of all the facts and
for coordin?5tion of effort to the end of realizing the
maximum benefits for all concerned, in short a policy of
enlightened selfishness.
On this matter Philip H, Casden, Presi-
dent of the Philadelphia Chamber of Commerce, has statedv-
that corporations set aside surpluses in good years as a
•K- "American Labor Legislation Review, March 1931, p. 52

cushion to tide them over times of poor business; and he
declared that he saw no reason why similar reserves should
not be set aside to assist the ruen and v;omen in the or-
ganization who made the surplus possible. John G, Lonsdale,
President of the American Bankers Association, asserted in
1930 that "Well managed industry long ago learned the v/is-
dom of insuring regular pa3rment of dividends by holding
back a part of its earnings and surplus. The establishment
of an unemployment fund would not be a radical change in
policy. Such a fund being available at a time when most
needed, would prove a great social and business stabilizer,
encouraging honesty and thrift, and reducing crime. "-«-
The coordination of industrial activity
with current need so as to provide against depression, the
protection of those at work for their own benefit v;hen and
if they may be thrown out of employment, all involve a
policy of foresight. Such long range planning in industry
is needful if the risks of unemployment are not to be too
regular a hazard. A discussion at the Harvard School of
Business Administration evoked the comment by Professor
Sumner Schlicter thot "even after the present depression
is ended, good times cannot be permanent. It is reasonable
that industrial plants set aside a certain percentage of
profits to meet the cost of unemployment just as money is
reserved to meet the cost of machinery replacement,"
« ibid

Professor Schlicter stressed the point
that under such a system everyone thrown out of work would
get relief, that unemployed persons who have been saving
ought not he obliged to Impoverish themselves because they
have been thrifty, while assistance is given to the un-
thrifty because of their more immediate need,-::-
In other words, justice is done to the
worker as well as the non-worker, and there is little en-
couragement given through the essential insurance money
to allow malingering and encourage indisposition to v/ork.
The establishment of a fund by contribution from employers
and employees in the industry which is to be used for pen-
sions, discharge bonuses, and unemployment insurance, aided
by state funds is in growing favor. There is increasing
recognition of the fact that extensive unemployment cannot
be coped with successfully by means of irreg-ular relief,
but that equitable distribution is achievable through good
management, which in the long run spells a high standard of
business ethics,
1. The Wisconsin Law
The State of Wisconsin is generally in
the forefront in the enactment of social legislation. The
unemployment insurance law of this state was enacted,
after a lengthy controversy, as the first of its kind in
the United States. The doctrine was legally established
Boston Herald, February 27th, 1932

that Industry is obliged to provide regular employment for
its workers. The right of industry to cast off its worker
in times of depression is denied under the Groves Law,
This statute will serve as a model for state legislation
elsewhere, for it was carefully planned.
It is reported that, though the law has
been in effect but a short period, its workings have had a
beneficial influence, in that large manufacturers have
voluntarily com.plied with certain minimum standards, match
ing their workers' contributions dollar for dollar, particu
larly the I. J. Case I.'anufacturing Company of Racine,
7/isconsin, one of the largest of agricultural machinery
manufacturers in the world. The law has prevailed in
spite of the claim that it would put a premium on idle-
ness, handicap '.Visconsin ' s industries and penalize manage-
ment •
The Wisconsin law had its origin twelve
years ago in the Huber Bill. During this period many
changes were made in the bill, culminating in the Groves
Bill which was presented to the Legislature and enacted
into law January 2 8th, 1932, In 1924 the Amalgamated
Clothing Workers of Chicago inaugurated a plan almost
exactly similar to the Huber plan.
While the Amalgamated scheme included
workers' contributions inasmuch as it was a voluntary
scheme installed by collective bargaining, the Huber
a 3 r 6
Bill and the Groves Law, states Dr. J. R, Gorranons of the
University of Wisconsin-"- imposed the obligation of pay-
ing premiums and benefits solely on the employers and for
two reasons: (1) the employer alone is in a position to
stabilize employment; and (2) employers pay the biggest
share of the cost of unemployment, "in this bill," con-
tinues Dr. Commons, "the European principle of insurance
was entirely reversed,"
It v/as agreed to adopt the plan of
"house funds" each employer being entitled to cease pre-
mium payments if he established a record of stabilizing
employment. This principle is carried to its limit by the
Groves Law, as it had been in the Huber Bill. There is no
insurance or common fund at all. Each employer is made
individually resDonsible only for his own employees.
The funds obtained by the Wisconsin law
which provides for a contribution by the employer of only
tv/o per cent of payrolls, will be wholly insufficient to
make much of a dent as an unemployment relief means. The
main purpose is unemployment prevention by offering the
employer a profit to the extent that he succeeds in pre-
venting unemplo3n'iient . In other words, the lav/ is based
to a considerable extent on the so-called "incentive theory.
Critics of this theory are in the habit of pointing (and
with some reason) to the fact that the employer already
has sufficient incentive for keeping his plant or factory
K- American Labor Legislation Review, March 1932, p. 8
" L 9 1 .t
busy - the good old fashioned incentive to make a profitable
return on his investment.
However that may be, the law as a pioneer
in its field is attracting a great deal of attention from
observers, particularly those who are interested in the
introduction of similar legislation in other states.
2. Other Legislative Developments
In 1930 the i^erican Association for
Labor Legislation submitted for the scrutiny of the public
what they called "An American plan for Unemployment Reserves
This plan differs only in minor details from that of the
Wisconsin Act and has the approval and backing of such men
and women as '.Volman, John R, Comj-nons, United States Secre-
tary of Labor, Miss Prances Perkins, Professor Douglas and
others.
An editorial in Colliers Weekly urges
Unemployment Insurance-"-*mentioning the fact that bills for
unemployment insurance put before state legislatures are
based on plans elaborated by the American Association for
Labor Legislation, which provide for insurance funds ac-
cumulated by separate industries. The charge fixed would
be one and one half per cent of the total v/ages paid, and
employees may also contribute. The State pays nothing ex-
cept the cost of supervision, as the interested intermediary
in the functioning of general business.
•K- American Labor Legislation Review, 20:349-56 December
1930
^A-^A- April 11th, 1931

"If unemployment insurance had been
well developed in this country," the editorial continues,
"there would have been no effective demand upon the last
Congress for the billion dollar loan to veterans, and the
present demand for full relief appropriations eventually.
Business is recovering and before v/e realize it, prosperity
will arrive. The time to accumulate reserves against un-
employment is when business is thriving. Today unemploy-
ment insurance is the next necessary system in making
business stable. The Federal Reserve System was the device
used to end money and credit panics. But insurance again
is the way to stimulate industrial leaders and provide for
the decent support of the victims of cyclical economic
storms ,
"
Dr. Wolman states-"- that this plan is
based on American and European experience and attempts to
incorporate into the "Draft of an Act for Unemployinent Re-
serve Funds" those features and principles that are adapted
to the American situation and that avoid the imdesirable
and unworkable elements of the early experiments. The
following set of principles was adopted; the first being
that of limited liabilities; (2) segregation of funds;
the purpose of the principle of segregation of unemploy-
ment funds was to avoid the creation of a single statewide
unemployment fund from which all industries would be free
K- Unemployment Insurance for the United States - Leo
V/olman, American Labor Legislation Review, I'arch
1931, p. 215

to draw benefits regardless of their contributions to the
fund. (3) Administration by Industry - the success or
failure of a general system of unemployment insurance
will depend upon the quality of its administration. It
is essential that the management of the unemployment funds
be invested from the outset with a high degree of elastlcit
and the capacity to adjust itself to new and unforeseen
conditions
.
With the exception then, of the Wiscon-
sin L"w, there is no state or federal legislation on the
subject, since the laissez faire policy has been largely
in vogue in the United States, more so than in England,
Germany and Europe generally. It is usually argued the
"employers in this country are opposed to such legislation
as being government interference in business." Such mea-
sures tend to put a man in a place for life, and do not
foster change and ambition once an employee is planted in
a job. The whole subject can be debated in an extensive
manner, and may prove highly profitable in the interests
of forward looking legislation for v/hich the United States
is not at present as well equipped as Germany and England.
The experiment has to be appraised in the light of foreign
experience, and modified in a manner best adapted to our
needs
.
Senator V/agner of New York, as reported
in the New York Times of May 2nd, 1932 would have the fed-

eral government encourage state action by two courses:
cooperation with the states in establishment of a nation
wide employment service; and by allowing employers to de-
duct from income taxes a portion of their payments into,
the unemployment reserves.
In New York state there was held, in
1931, a conference of governors presided over by Governor
t^oosevelt, with seven governors participating from important
industrial states in the East. The commission appointed by
these governors-x- made certain recommendations and offered
a detailed plan out of their year's study of American and
European efforts in this direction.
The objects of this commission were
stated as follows: "To inquire into the experience with
voluntary and compulsory insurance; to examine the admin-
istrative problems of compulsory insurance in this country;
to appraise the many forms currently proposed in the
United States, the possibilities and problems of estimat-
ing the cost of different types of unemployment insurance;
and to formulate standard principles best calculated to
satisfy the requirements of American industrial and
political organization."
It was recommended that a benefit fund
be contributed to by employers, paying tv/o percent of the
payroll until the accumulated reserve per employee ex-
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ceeded fifty dollars, when the employer would contribute
one percent until the contribution totaled seventy-five
dollars, unless the reserve fell below this minimum per
employee
.
This appears a rather modest scheme,
but the heaviest burden imposed by lack of a job would
have to be borne by the worker and his family, and he
would be excused from further payments into an unemploy-
ment fund. It is felt by the comm.ission that the financial
liability of the employer v/ould spur him on to reduce un-
employment in his ov/n plant so far as possible. Professor
Leiserson of Antioch College agreed v/ith the other members
that benefit payments should not be pooled, for European
experience showed that irregular industries drew on the
common pool excessively, but urged experiment with state
funds to which workers and employers jointly contribute,
industries being rated and reserves pooled just as in com-
pensation practice.
As finally amended, the scheme would
give the insured employee fifty per cent of his wage or
ten dollars weekly and not ore, for a period of ten weeks
maximum, in any calendar year. The total responsibility
of the employer is to be limited by the amount of the unem-
ployment reserve, and not drained by unusual relief measures
such as have injured seriously all foreign unemployment

schernea. These measures have been responsible for the
commingling of insurance and relief funds which is now
so universally deplored by all students of this problem.
As the five or six experts agree, "It
is not, in our judgment, sound to impose an onerous bur-
den of cost on American industry. The measures adopted
now can, v/e recognize, only incidentally serve to mitigate
the effects of severe and prolonged industrial depression."
In addition the Goinmission advises that
the machinery to be set up represent labor, industry and
the public, the state contributing to the plan of adminis-
tration. AS an auxiliary, an adequate and efficient public
employment service should be inaugurated as a separate
body from the insurance division operated by civil service
employees. The stabilization of industry and of regular
operation of concerns without a break would be ensured
by an advisory committee of employees and wage earners to
plan for cooperation between firms and industries for the
purpose of stabilizing operations and employment.
In 1931 the Senate appointed a special
sub-committee to study the subject of unemployment in-
surance. Rhode Island contributed the chairman of this
sub-committee in the person of Senator Felix Herbert. This
group made an exhaustive survey of the field, both here and
abroad. The other two members of the committee were Otis
Survey, pp. 679 supra

F. Glenn of Illinois and Robert F, Wagner of New York. The
latter, who has advanced individual views on the question,
concurs only in part with the report of the majority, which
has nov/ been published by the Senate. This report-^- will
stand as perhaps the most complete, as it is the most up-to-
r
date study of unemployment measures now available.
The Senate Committee reaches the conclu-
sion that any system of Federal unemployment insurance would
be both impracticable and undesirable. If the United States
adopted a plan of unemployment insurance similar to that
which is in operation in England, it would cost about
$1,360,000,000 a year. At least half of this amount would
come from the taxpayers directly.
The Comrrilttee pointed out that experience
has demonstrated little likelihood of the universal adop-
tion of voluntary unemplojnnent reserve systems. The report
concludes that "ultimately, at least, the states should
formulate some program." Such legislation, it was stated,
should not prescribe any particular plan, but should merely
direct employers to establish reserve funds.
Details such as waiting periods, the
num.ber and amount of benefit payments, and percentage of
payrolls to be set aside in reserve funds should not be
included in State Laws. Experience would thereby be gained
as to the most desirable system.
-X- Senate Report #964, 1st session 72nd Congress,
June 30th, 1932
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The only Federal Legislation proposed
is that the Federal Government contribute to systems of
private unemplo3n3ient reserves to the extent that those v/ho
maintain them are to be allowed to deduct some portion,
if not all of their contributions to the system, out of
their income for tax purposes. They are now permitted to
deduct as a part of the cost of doing business all sums
paid for workmen's compensation and other forms of insur-
ance
.
Senator Wagner agreed with most of the
findings and conclusions, but recommended that instead of
deducting sums set aside for unemployment reserves from
income as basis for Federal taxes, thirty per cent of such
sums should be deducted from the tax itself. He would
also provide for the establishment of a "federally in-
tegrated system of state-operated employment offices."
The Committee report discusses the two '
schools of thought on unemployment insurance.
1, That which holds that unemployment
is due to social, not industrial causes and that the Fed-
eral Government rather than the states or industry itself
should bear the burden of relief; and
2. That which believes that unemplo3nnent
is an industrial problem and that industry itself should
be given an opportunity to work out systems of relief.

The relation between private schemes
of insurance and state and Federal legislation is neces-
sarily indefinite. That the federal government is to some
large extent involved in the scheme of insurance by reason
of nation-wide industrial conditions is obvious, for no
state alone could tackle the difficulties in the way of
regularizing industry. Some form of relief for unemploy-
ment, however > they maintain is imperative. Ruling out a
solution of the problem through Federal action. Senator
Herbert and his associates decided that recourse may be
had to the establishment of reserves compulsorily maintained
by industry to which employees may contribute in pursuance
of State legislation, or voluntary reserves maintained by
the industries themselves with the cooperation of their em-
ployees. In neither of these fields is Congress empowered
to pass legislation effectively; it can only reconmiend
broadly.
The Senate group inclines to the opinion
that the method used by large employers of labor in estab-
lishing their own reserves might well prove the more satis-
factory of the two. As the committee sees it, "the ideal
solution would be the establishment of reserves by private
industries in conjunction with their employees, each plant
employer taking care of his ov/n em.ployees and at the same
time fostering and encouraging the maintenance of those
system.s of unemployment benefits which the workers themselves

have maintained for many years. The experience of the
past demonstrates to our satisfaction that industry will
not, at least for a long time, if ever, take upon itself
without compulsion the establishment of such reserves.
Therefore, we conclude that ultimately the state should
formulate some program."
The Senate Committee "believes that it
would be advantageous to all concerned if some form of
legislation is enacted in the various states, fixing a
period during which industry would formulate plans for
establishing reserves, and after a preliminary period
if industry has not responded to the demands, then the
only solution would be the enactment by the states of com-
pulsory unemployment insurance laws or the maintenance of
reserves for unemployment benefits
.

VII. suivimary and conclusion
Unemployment, as was asserted at the
outset of this paper, is a grov/ing menace rather than a
declining evil and constitutes a most serious indictment
of the capitalistic system. It is a social and economic
evil the consequences of which are devastating in their
effect upon the body politic. There is, therefore, the
clear necessity of considering ways and means of mitigat-
ing to some extent, at least, the harshness with which
mass worklessness reacts upon millions of our fellowmen
and indeed, upon the very structure of society itself.
Our purpose then, was to examine the
V'-.rious methods of dealing with this problem v/hich have
been devised in the past, attempt some evaluation of them
and determine whether any of them could be adapted to
American conditions and ideals.
Vi/e saw, hov/ever, that in order to have
any adequate comprehension of the subject of unemployment,
it is impossible to consider it as a single, isolated
social and economic phenomenon. Unemployment is merely
one of the symptoms of a system's industrial disease, and
as a result, it must be viewed as a phase of the much
broader subject of industrial stabilization.
Any attempt therefore to solve the
problem of unemployment must be considered as only one

factor in the coordinated attack upon the problem of un-
stable production and distribution. An effort must be made
to lessen the widely fluctuating, seasonal, technological
and cyclical changes which lie at the very heart of an
improperly balanced industrial structure. In other words,
to comprehend the causes of unemployment is thereby to
understand the ways and means of preventing its occurrence
in too exaggerated a form,
Regularization of production must, as
we have further noted, in some manner be attained. Such
regularization would be to the financial interests not
only of the employer but of the employee as well, and con-
sequently to the state itself. Inasmuch as a labor surplus
ap-oears to be a necessary adjunct to modern industry, the
cost of its maintenance should be charged to industry in
the same manner as the costs of depreciation are at present
borne. In order to effectively regularize output the
necessity of long term economic planning must be borne in
upon the minds of those who control industry in order that
distribution may be better equalized and the income of the
worker more effectively stabilized.
It is evident, however, that while these
necessary adjustments are being made in the industrial
system, v/e must devise some sane method of providing, at
least in part, for the vast hordes of unemployed v/ho are

the victims of that system. To that end, therefore, we have
examined the various European and American systems of un-
employment insurance. We have found that while under the
stress of prolonged depression, the British systemof com-
pulsory insurance has in some respects broken down., on the
whole it has sustained the morale of the working population
to an extraordinary degree. In the United States, the vol-
untary systems in effect in private establishments have
proved that such plans are entirely feasible in normal
times, and to a limited degree even in times of depression,
but that the possibility of their being adopted generally
by employers is rather remote.
Since American thought is opposed to
compulsory schemes, such as that of the British, the
question arises "'/'Ahat system to adopt?" In an attempt
both to utilize the experience of the past and at the
same time to incorporate distinctively American ideas
there has come into considerable favor the plan known as
"Unemployment Reserves" which is based upon the theory
that if we cannot, for the present at least, stabilize
industry, v/e can and should stabilize workers' incomes.
Under this plan pooled reserves are built up, v/hile work-
men are employed and are paid out as benefits to the unem-
ployed. Through unemployment reserves the same protection
which is now provided for stockholders through dividend
reserves is extended to the workers.

This plan, as we have noted, forms the
basis of the Wisconsin Act and nearly all projected legis-
lation throughout the United States. It is essentially an
American plan and one may express the hope that its sup-
porters will not be disappointed in its results and that,
on a not too distant day, xie shall see the American work-
man free, once and for all, from the stigma of charitable
relief funds.
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